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PREFACE. 

This  report  is  the  fruit  of  a  tour  made  last  winter  ( 1920-21)  in 
Oermany  and  Italy. ^     It  also  represents  the  results  of  over  three 
years'  practical  work  and  study  in  the  Punjab,  where  there  are  now 
over    8,000    co-operative   societies.      Throughout   my   tour  my 
one  aim  was  to  see  and  hear  everything  that   could  be   of  prac- 
tical use  to  India ;  and  similarly  throughout  this  report  my  sole 
object  has  been  to  share  with  others,  less  privileged,  the  fruits  of 
■an  intensely  interesting  experience.     This  explains  at  once  the 
choice  of  subjects  and  the  method  of  treatment.     Primarily  I 
have  written  not  to  show  Co-operative  achievement — abler  pens 
have  done  this — but  the  actual  working  of  the  movement.  I  have 
read  many  books  on   Co-operation,   often  works  of  deep  interest, 
but  few  that  I  found  of  much  practical  assistance  to  the  builder, 
and  it  is  for  the  builder  rather  than  for  the  architect  that  I  have 
written.     This  method  naturally  involves  much  technical  detail. 
To   make    the  latter   intelligible    and,   if  possible,   readable,   a 
number  of  individual  societies  have  been  described,  which   show 
perhaps  more  clearly  than  anything  else  what  Oo-operation  means 
to  the  individual  co-operator.     If,  by  unexpected  chance,  this  re- 
port falls  into  the  hands  of  the  general  reader,  I  would  venture  to 
suggest  that  whatever   else  is   omitted   some  at   least   of  these 
accounts  should  be   read.-^     Altogether   98  societies  (exclusive  of 
federations  and  unions)  were   visited,  and  so  far  as  possible  typi- 
cal institutions  were  chosen  for  inspection."^    In  Germany,  believ- 
ing that  concentration    would  be   more   fruitful   than   a  wider 
survey,  I  divided  most   of  my  time   between   Bavaria   and  the 
Rhineland,  probably   the   two  best   fields  in  the  country  for  the 
study  of  agricultural  Co-operation.     In  Italy,  with  one  exception, 
all  the  societies  I  saw  were  in  the  N^ortheru  half  of  the  peninsula. 
•Consequently  there  is  little  reference  in  the  report  to  the  South, 
where  the  movement  is  said  to  be  much  less  developed. 

As  few  statistics  as  possible  have  been  given,  partly  because 
the  war  has  made  them  diffi^jult  to  obtain,  and  partly  because  they 
are  not  easy  to  digest.  Conversion  of  the  mark  and  lira  for  any 
post-war  figure  has  been  done  at  200  marks  and  80  lire  to  the 
pound.  Owing  to  the  great  depreciation  in  German  and  Italian 
^X  currencies  conversion  at  par  would  have  given  a  totally  wrong 
impression.  A  figure  has,  therefbrCj  been  taken  as  nearly  corre- 
sponding as  possible  to  the  average  rate  prevailing  last  year. 

^  Eight  days  were  also  spent  in  Ireland  last  sammer. 
«  e.  g.  paragraphs     11, 113,  115,  128,  129,  156,  165,  175  and  182. 
*  In  Gerjaany   59;     Italy   28  ;  Ireland  11. 
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I  am  so  constantly  asked  wbat  is  meant  by  a  co-oiJerative- 
society  that  it  will  perhaps  be  as  well  to  indicate  very  briefly  how 
it  differs  from  a  joint  stock  company.  There  are  two  main 
differences.  One  touches  aims  and  the  other  controL  In  the 
joint  stock  company  control  vests  in  the  shareholder  in  proportion 
to  his  shares.  A  man  with  10  shares  has  ten  times  as  much  vot- 
ing power  as  a  man  with  one.  Capital  there jore  dominates.  In 
the  co-operative  society  the  rule  of  one  man,  one  vote,  is  axiomatic. 
Bich  and  poor  ate  therefore  equal.  Secondly,  a  company's  sole 
object  is  profit^  and  all  profit  is  distributed  in  ratio  to  shares.  On 
the  other  hand  the  object  of  a  co-operative  society  is  not  profit 
but  a  specific  service,  which  it  seeks  to  render  to  its  members  on 
the  best  possible  terms.  If  the  service  is  the  supply  of  house- 
hold requirements,  the  society  is  called  a  store  ;  if  the  proTision  of 
banking  facilities,  a  bank  or  credit  society  ;  if  the  sale  of  mem- 
bers' produce,  a  sale  society  ;  and  so  on.  All  money  raised  or 
borrowed  is  paid  for  at  a  fixed  rate  like  any  other  commodity 
required  by  the  society.  Por  instance,  dividend  on  shares  is 
usually  limited  to  5  or  6  per  cent.  If  after  discharging  all 
liabilities  any  surplus  remains,  it  is  distributed  in  strict  pro- 
portion to  the  amount  of  business  done  by  each  member 
with  the  society.  Thus  a  member  who  has  bought  £10  worth 
of  goods  will  receive  ten  times  as  much  as  one  who  has  spent 
only  £1.  The  principle  underlying  the  payment  is  not  a 
distribution  of  profit,  which  technically  does  not  exist  in 
a  co-operative  society,  but  a  refund  of  part  of  the  price 
previously  paid  for  the  goods.  Broadly,  therefore,  whereas  a 
joint  stock  company  exists  to  exploit  human  need  for  the 
benefit  of  capital,  a  co-operative  society  exists  to  make  capital 
serve  human  need.  And  so  the  motto  of  every  joint  stock  com- 
pany is  profit,  more  profit  and  still  more  profit  ;  or  in  blunter 
language,  every  company  for  itself  and  the  devil  take  the  hind- 
most. Whereas  the  motto  of  every  true  co-operative  society  is^ 
*  each  for  all  and  all  for  each.'  The  difference  is  fundamental 
and  explains  why  Co-operation  is  spreading  so  fast  and  so  far. 

I  cannot  conclude  this  prefatory  note  without  expressing  my 
deep  gratitude  for  the  kindness  lavished  upon  me  by  fellow-co- 
operators  wherever  I  went.  It  made  me  realize  the  strength 
of  the  co-operative  tie — one  of  the  few  international  ties  that  the 
war  has  not  entirely  snapped.  Alike  in  Germany  and  in  Italy 
nothing  could  have  exceeded  the  generosity  with  which  time, 
labour  and  information  were  placed  at  my  disposal,  often  by 
extremely  busy  men.  If  in  the  following  pages  praise  is  mixed 
with  blame,  it  is  because  no  human  institution  is  perfect,  and  I 
would  beg  all  concernctt  to  believe  that  I  have  endeavoured,  to 
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the  best  of  my  ability,  to  give  a  faithful  account  of  all  I  saw  and: 
heard.  TMiere  so  many  have  helped  it  is  almost  invidious  to 
mention  names,  but  a  special  word  of  gratitude  is  due  to  Mr.  H. 
W.  Wolff  for  having  advised  me  to  go  to  Germany  and  for  enabling 
me  by  his  introductions  to  do  so.  I  doubt  if  any  other  coun- 
try can  have  so  much  to  teach  India,  as  the  Indian  system  is 
largely  modelled  upon  the  German.  Of  the  many  others  who 
stand  out  prominently  in  my  memory  for  unfailing  help  and 
courtesy  are  Mr.  A.  Wotzell  of  the  Ministry  of  Labour,  who 
placed  his  library  at  my  disposal ;  Messrs.  H.  Barbour  ^  and  J.  C. 
Adams,  who  showed  me  so  much  in  Ireland ;  Herr  Eegierungsrat 
Gennes,  President  of  the  Imperial  Federation  at  Berlin ;  Dr. 
Anwander,  President  of  the  Bavarian  Union  of  Urban  Banks,  and 
the  Secretaries  of  th^  Agricultural  Unions  at  Bonn,  Coblenz  and 
Munich.  In  Italy  Sir  Edward  Capel  Cure,  K.B.E.,  of  the  British 
Embassy  at  Kome,  S.  Vergnanini,  Secretary  of  the  Socialist 
National  League,  I)r.  Eaccluni  of  Eavenna,  Dr.  Pesenti  of  Ber- 
gamo and  M.  Constanzo  of  the  International  Institute  of  Agri- 
culture at  Rome  were  of  special  assistance.  I  had,  too,  the 
privilege  of  meeting  some  of  the  veterans  of  the  movement,, 
associates  of  Baiffeisen  and  Schulze,  notably  His  Excellency  Luigi 
Luzzatti,  Herr  Geheimrat  Havenstein,  Herr  Justizrat  Cruger,  and 
Herr  Okonomierat  Gaspers.  Last  but  not  least  must  be  mention- 
ed Mr.  J.  E.  Cahill's  admirable  Eeport  on  Agricultural  Co-opera- 
tion in  Germany  which  was  my  vade  mecum  throughout  my  tour 
in  that  country. 

The  12th  July  1921.  MALCOLM  DAELING. 


*  Chairoian  of  the  Irish  Agricultriral  Wholesale  Society. 


INTRODUCTION. 

Aprds  la  guerre   Le  deluge.     For  four  years   of  war  every 
.    ,,  „,  economic  law  had  been   broken,  and   by-  a 

Enrope  after  the  War.  itt;./i  j.  j 

hundred  artifices  every  symptom  and  conse- 
quence had  been  suppressed.  "When  at  last  *  peace '  came,  the 
dam  burst  and  Europe  was  almost  submerged.  Russia  finally 
went  under,  and  Hungary  was  nearly  sucked  down  in  her  wake, 
Austria  for  the  moment  survives  but  only  by  artificial  respira- 
tion, while  Germany,  at  one  time  threatened  with  bankruptcy, 
famine  and  chaos,^  is  still  adrift  on  the  wreckage  of  her  shattered 
empire.  Even  the  victorious  countries  have  not  escaped.  In 
France  the  franc  has  touched  68,  and  in  Italy  the  lira  was 
recently  worth  less  than  2^d.-  Revolution  has  always  been 
preceded  by  depreciation  of  the  currency,  and  at  one  time  many 
-thought  that  Italy  was  in  danger.  Last  September  (1920)  her 
factories  were  seized  by  the  workmen  and  the  masters  tempo- 
rarily dispossessed.  In  district  aftsr  district  there  have  been 
agrarian  disorders,  and  in  Sicily  large  tracts  of  land  were  forcibly 
seized  by  the  peasants.  Everywhere  on  the  continent  food 
was  scarce,  prices  prohibitively  high  and  '  morale '  profoundly 
shaken.  Meanwhile  ark  after  ark  has  been  planned  to  save 
£uro*pe  from  the  flood,  but  so  far  only  one  has  succeeded  in  at- 
tracting men  of  all  countries  and  giving  them  some  measure  of 
security  and  hope.  As  ^  a  leading  Italian  co-operator  put  it  — 
"  the  war  has  buried  in  its  ruins  men  and  their  institutions, 
philosophical  systems  and  political  and  economic  doctrines,  but 
it  has  given  wings  to  Co-operation."^ 

2.    Never  has  Co-operation  been  more  needed,  and  never  has  it 

Rapid  Growth  of  Co-oper.     ^P^f  ^  ^"^^^^  rapidly.     By  the  Peace  of  Ver- 
•fttive  Societies.  sailles,  Germany  lost  over  2,300  rural  societies. 

The  deficit  was  made  good  in  nine  months. 
In  the  two  years  following  the  war  10,000^  societies  were  started, 
and  the  pace  is  stilP  maintained.  For  Italy  accurate  statistics  are 
not  available,  but  progress  has  been  as  rapid,  if  less  sure  than. in 
Germany.  In  1915  there  were  7,000  societies,  and  at  the  end  of 
1920  probably  as  many  as  15,000,  which  means  that  the  number^ 

*  In  1919  Munich  was  for  a  month  in  the  hands  of  the  Bolshevist,     There  have  been   muij 
other  disturbances. 
February,  1921. 
^  Inaugural  address  of  the  President  ot  the  Congress  of  Village  Banks,  September  1918. 
The  actual  number  is  9,993,     The  net  increase  is,  however,   much  less  as  1,701  societies 
were^dissolved  and  many  more  were  lost  through  the  peace  treaty. 

In  the  first  four  months  of  this  year  nearly  2,000  societies  have  been  opened. 
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must  have  nearly  doubled  since  the  war,  as  comparatively  few 
societies  were  started  while  it  lasted.^ 

3.    There   are  several  reasons  for,  this  startling  growth  in 

Reasons  for  this  Growth      ^^'^^7  ^-ud   Germany.     One    is   common   to- 
easons  or    is   row  .     ^^^^^  ^f  j^qj.   ^h  countries.     After  the  wai* 

(o)  The  Profiteer.  evcryonc  expcctcd  a  better  world,  and  every- 

one found  a  worse-  Only  one  class  prospers,  the  profiteer.  The 
piofiteer  has  been  with  us  for  at  least  100  years,  but  it  was  not 
till  the  war  that  he  entered  into  his  kingdom.  Everyone  hates 
him,  and  yet  everyone  profiteers  if  he  gets  the  chance.  The 
country  profiteers  at  the  expense  of  the  town,  and  ring,  syndicate 
and  trust  at  the  expense  of  the  country.  The  towns  are  hungry, 
yet  the  farmer  exacts  the  uttermost  farthing  for  his  produce.^ 
The  farmer  in  his  turn  has  to  purchase  everything  he  needs  at 
exorbitant  rates.  The  capitalist  or,  as  I  would  rather  call  it,  the 
profit-seeking  system,  and  not  the  individual  is  to  blame.  Based 
upon  profit,  this  system  inevitably  breeds  the  profiteer.  To 
dethrone  him  the  system  must  be  mended  or  ended.  The  Italian 
Socialist  is  emphatic  for  the  latter ;  the  German  peasant  pro- 
prietor would  be  content  with  the  former.  Amongst  the  many^ 
remedies  suggested,  nationalisation,  co-partnership,  guild  social- 
ism and  the  like,  Co  operation  is  the  only  one  that  in  all 
countries  is  definitely  established,  and  the  only  one,  therefore, 
that  can  deal  forthwith  with  the  evil.  Stated  briefly  this  is  the 
main  reason  for  its  sensational  growth  since  the  war,  and  tKis  is 
why  the  co-operative  store  is  spreading  so  fast  in  Italy  and  the 
supply  society  in  Germany.  . 

In  Italy   the  feeling  against  the  profiteer  and  the  system 
(5)  Political  Rivalry  in     he    represents    is    even    stronger    than    in 
^<*^y-  Germany.    The  expressed  aim'  of  the  Social- 

ist party,  which  controls  one  of  the  two  great  blocks  of  co- 
operative societies  in  the  country,  is  to  destroy  capitalism  and 
establish  collectivism  in  its  place.  The  Catholics,  on  the  other 
hand,  who  control  the  other  important  block  of  societies,  are 
strongly  entrenched  in  individualism.  The  hottest  rivalry  pre- 
vails between  the  two  and,  as  the  co-operative  society  is  regarded 
in  Italy  as  a  source  of  political  strength,  both  parties  compete 
feverishly  with  each  other  to  form  societies.  This  factor,  which 
has  had  much  to  do  with  the  rapid  spread  of  the  movement  in 

*A  recent  official  estimate  (in  the  Bolletino  del  Laroro  puts  the  number  of  societies  on  the 
16th  Jaly  1921  at  19,510,  but  the  lecding  Socialist  Ccoperative  Journal  wonld  deduct  at  least 
10  or  20  per  cent,  on  account  of  societies  that  have  ceased  to  fnpct'on.  licss  than  8C  per  cent, 
of  the  societies  are  in  the  Southern  half  of  the  peiiinsnla  (i.e.,  from  Rome  Soi.th«ards)  while 
well   over  half  are  in  the  four  Northern  provinces  of  Piedmont,  Lombardy,  Venetia  and  Emilia. 

«••  The  Italian  farmer  has  again  preferred,  as  a  rule,  to  hold  back  his  wheat  crop  in  the  expect- 
■tioni  that  he  will  be  in  a  position  to  secure  a  better  price  from  the  necessities  of  the  city  popU' 
lations"— 7A«  Obterver,  2nd  October  1921. 


Italy,  has  only  recently  come  into  play,  as  it  is  cnly  since  the 
war  that  the  Catholics  have  begun  to  take  an  open  part  in  politics. 

Only   less   important  than  political  rivalry   is   the  lavish 
State  A'lS  financial   assistance  given  by  Government. 

M  illions  of  lire  have  been  poured  out,  mainly 
in  the  hope  that  Co-operation  would  prove  a  sedative  to  the 
agrarian  and  industrial  ferment  produced  by  a  long  war  upon  a 
not  very  phlegmatic  people/  Societies  have  sprung  up  like 
mushrooms,  some  with  no  more  resource  than  a  few  10  lire  shares, 
believing  that  unlimited  funds  would  be  placed  at  their  disposal 
by  Government.  Even  Italians  are  alarmed  at  the  api3earance 
of  so  many  new  societies,  some  of  which  have  already  had  to  be 
liquidated.  The  danger  is  accentuated  by  the  almost  total  lack 
of  organization  for  inspection  and  control,  which  has  there- 
fore had  to  be  improvised  in  haste  with  insufB.cient  funds  and 
staff.  The  question  of  State  aid  is  an  important  one  and  will  be 
discussed  later.^  Meanwhile  it  may  be  noted  that  the  great^  Luigi 
Luzzatti  himself  considers  the  present  indiscriminate  distribu- 
tion of  subsidies  to  be  highly  demoralising. 

4.     Germany  is   in   sharp   contrast  to  Italy.     Politics   are 
.     „   ^.,.       .     eschewed  and  the  public  exchequer  is  empty. 

Economic     Condition    of       -^  j  i  p  j. i  •  -j^t  i 

Germany  after  the  War.         r rogress  thereiore  owcs  nothing  either   to 

political  rivalry  or  to  public*  grant.  The 
feeling  against  the  profiteer  is  strong,  but  at  bottom  the  driving 
impulse  is  necessity,  the  hard,  dire  necessity  of  defeat  and  econo- 
mic paralysis.  "  The  very  perfection  of  social  and  economic 
organisation  in  Germany  "  says  a  British  Government  report  "  hss 
proved  her  undoing.  No  other  nation  could  have  liquidated  and 
thrown  into  the  fighting  line  the  whole  of  its  resources  in  men  and 
material.  .  .  When,  however,  her  fighting  shell  broke  down  at  one 
spot,  the  whole  thing  collapsed,  and  the  shell  was  found  to  be 
practically  empty."  ^  In  the  25  years  before  the  war  the  German 
population  increased  by  40  per  cent. ;  yet  in  spite  of  a  poorer  soil 
than  that  of  Great  Britain,  thanks  to  vast  imports^  of  chemical 
manures  and  concentrated  fooding  stuffs,  Germany  was  able 
unaided  to  feed  nearly  the  whole  of  her  population  of  67  millions, 
and  withal  to  feed  it  better  than  either  England,  Erance  or  Italy  fed 


*  The  League  of  ex-»oldierfl  alone  has  been  given  300    million  lire    to   pnrchase  land  for 
co-operative  farms. 

*  Paragraph  50. 

s  Great,  because  he  is  the  founder  of  Co-operation  in    iialy.     He-  has    also    been    Frimft 
Minister,  see  paragraph  143. 

*  House-building  societies  are  a  partial  exception,  see  Chapter  10, 

I  starling.  Report  on  Food  Conditions  in  Oermany  (1919),  p  1% 
Valued  in  1913  at  £68  millions. 
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theirs.  Only  the  jS.nest  organisation  and  thp  highest  development 
of  scientific  agriculture  could  have  achieved  this.  The  war  para- 
lysed the  one,  and  hy  cutting  off  supplies  half  destroyed  the  other. 
The  productivity  of  her  soil  diminished  by  40  per  cent.^ :  55  per 
cent,  of  her  livestock  was  lost,^  and  food  supplies  were  *  cut  in 
half.' '  The  mark  once  worth  a  shilling  shrank  to  less  than  3  farth- 
ijags.  Death  and  disease  increased  enormously,  and  the  nation  is 
described  as  '  broken  in  body  and  spirit.'*  Yet,  in  spite  of  this, . 
in  the  two  years  following  the  war  10,000  co-oper9,tive  societies 
T^ere  opened.  There  could  be  no  finer  tribute  at  once  to  the 
power  of  Co-operation  and  to  the  unconquerable  spirit  of  man. 

5.     Apart  from  moral  influences,  two  factors  have  combined 
.  ^      .        to  produce  this  result,  an  efficient  oro^ani- 

Impoitance  of   Organisa-  .  .^  -        n      i         i  j.-  i         i  • 

tion  and  a  good  Banking     satiou  and  a  first  rate   co-operative   banking 
sy^*^"-  system     Through  an    elaborate  system   of 

^Federations  and  Unions,  which  is  described 
in  chapter  2,  experience,  capacity  and  enthusiasm,  lall  i high- 
ly disciplined  and  trained,  have  been  brought  to  bear  upon 
every  part  of  the  country.  As  in  Italy,  societies  have  arisen 
in  hundreds,  but,  unlike  Italy,  as  soon  as  a  society  is  formed, 
it  comes  at  once  under  skilled  guidance  and  control.  Pro- 
gress therefore'  is  sure.  It  is  also  rapid,  because  money 
is  available.  On  the  agricultural  side  this  is  due  to  the 
village  bank,  of  which  there  are  now  nearly  1 9,000.  In  Italy  and 
Ireland  village  banks  are  at  a  standstill,  if  not  declining,  because 
high  prices  have  turned  the  farmer  from  a  borrower  into  a  depo- 
sitor, and  there  is  no  means  of  using  his  deposits.  In  G-ermany, 
too,  war  has  made  the  farmer  prosperous  and  large  depo- 
sits have  accumulated.  Thanks,  however,  to  an  admirable 
system  of  central  banks  every  pfennig  has  been  absorbed, 
so  that  when  the  time  came  for  re-construction  and  deve- 
lopment abundant  capital  was  available.  Germany  is  a  splen- 
did example  of  self-help,  as  Italy  is  a  warning  of  the 
danger  of  State  aid.  But  Italy,  too,  is  learning  the  lesson 
that  sooner  or  later  all  must  learn  who  ignore  first  princi- 
ples. When  last  winter  the  tide  of  Government  grant  suddenly 
ebbed,  progress  was  arrested'and  many  societies  found  themselves 
stranded.  In  consequence  both  Catholic  and  Socialist  are  now 
doing  their  utmost  to  develop  banking  systems  of  their  own, 
the  one,  as  in  Germany,  to  draw  the  surplus  wealth  of  the  country 
side  and  the  other  the  deposits  of  labour.  If  they  succeed.  Co- 
operation in  Italy  will  be  on  firmer  ground. 

>  Starling,  paf^e  13. 

*ibid,  page  16. 

*Ihid,  page  22. 

•Tills  applies  primarily  to  the '0  per  cent,  living  in  the  largar  towns  and  industri*!  arei, 
The  farmers  have  always  hnd  enough  (o  eat,  bat  even  thoy,  na  I  can  testify  from  personal 
experience,  may  be  said  to  be 'b'okea in  spirit',  though  not  In  body,  by  tho  huge  casaalties  of 
4he  war  and  ita  disastrous  isiue. 


6.     On  the  1st  May  1921,  there  were   in    Germany   33,3^45 
agricultural  societies,^  which  are  said  to  in- 

Achievement  in  Gsnnany.      ^^^^^  g^  ^^^  ^^^^    ^^  .^^    ^i  million    proprie- 
(a)  General  Figures.  ^OrS.      Excludiug  tOWUS  with  a  population  of 

over  20,000,  there  is  one  society  for  every  l,l7o  inhabitants.  Of 
urban  societies  there  were  at  the  end  of  1920  over  ]  2,000  and,  as 
they  have  been  rapidly  increasing  since,  the  total  number  of  so- 
cieties in  Germany  at  present^  must  be  at  least  47,000.  Member- 
ship is  difficult  to  calculate  exactly.  The  agricultural  societies 
claim  3 J  million  members,^  and  1,300  urban  stores  affiliated  to  a 
federation  at  Hamburg  claim  another  2|  millions.  Total  mem- 
bership may  therefore  be  put  at  about  7  millions  families,  em- 
bracing between  25  and  30  million  souls  or  about  half  the  pre- 
sent population  of  Germany*.  The  importance  of  Co-operation 
cannot  therefore  be  disputed. 

In  the  town  the  co-operative  store,  and  in  the   country  the 
/,v  ™,.  ,r„      r.   ^.     viUasfC  bauk  is   the    most  important  type. 

(6)  The  Vill^e  Bank.       mi       ^    j.i.        •  i.-n     •  •  •  Ji 

The  latter  is   still  increasing   more   rapidly 
than  any  other  form.     After   60  years'^  experience  Germany  be- 
lieves as  firmly  as  ever  in  the  village  bank,   and   still  regards   it 
as  the  foundation  of  her  agricultural  co-operative  system.     Mo- 
rally and  materially  there  could  be  no  better  foundation  ;   mate^ 
rially,  because   credit  is  the  basis  of  all  business,  and  morally,  be- 
cause in  the  village  bank  credit  is  based  as  much  upon  character 
as  upon  property.     Moreover,  the  village  bank  is  a  school  of  busi- 
ness where  the  humblest  peasant  may  take  his  diploma.     Xor  is  it 
necessary  that  only  banking  should   be   done.     Agricultural   re- 
quirements  are  commonly   supplied,   and   members'  produce  is 
often  sold.     In  this  way  the  village  bank  is  becoming  more   and 
more  the  business  centre  of  the  village,  and  throiigh  its  moral  influ- 
ence it  continues  to  uphold  the  best  village  traditions.   No  serious 
doubt  is  felt  as  to  its  future  utility.     Intensive   production   and 
the  finest  organisation  are  needed  to  solve  the  many  economic  pro- 
blems arising  out   of  the   war.     Maniu-es,   machines,   improved 
breeding,  and  first  class  seed  are  more  than  ever  needed.    Heavy 
taxes,  too,  will  have  to  be  paid.     Eor  all  these  things   money  is 
indispensable.     A  network  of  village  banks  will  therefore   be   re- 
quired to  supply  the  necessary  credit.     There  is  only  one  danger. 
The  competition  of  district   savings   banks   grows  increasingly 
keen,  and  even  the  commercial  banks  are  penetrating  into  the 

*  See  article  in  Das  Genotse mcha/tsMatt,  30;h  July  1921.  By  the  enl  of  X  )vember  192 
agricultural  socie  ies  had  increased  to  34,773.  la  Iniia  Uat  year  ^1920)  there  were  ap  prcxi 
matelv  38,000  agricultural  societies  but  membership  is  much  smaller  than  in  G  ermany. 

•June    921      At  the  end  of  192J  the  total  number  was  4*,315. 

'See  article  in  Die  Oenotsentehaftgpreste.  15th  September  1921. 

*60"4  miUioDB  according  to  the  1919  Census  which  howerer  included  teiritory  aabsequently  1- 
ceded  to  Denmark. 

^The  first  village  bank  was  founded  bv  RaiEFeiseo  in  1863 
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Tillages,  not  to  lend  but  to  drain  the  country  side  of  the   money 
which  industry  needs. 

Supply  and  sale  are  done  by  independent  societies  as  well  as 
ds  1  So     ^^  village  banks.     These  societies,  number- 
cfe^ieB.*"    **         ing  over  4,000,  form  the  second  most  impor- 
tant group  of  agricultural   societies.     They 
are  an  admirable   example  of  the   organisation    that  before  the 
war    made    German     agriculture    the     most    efficient  in    the 
world.     Some     account   of  them    will     be  found    in  Chapter 
4.     Belonging    to    the     same     category    is    the    co-operative 
granary  society  which  stores  grain  for  sale,  a  type   of   society 
that  had  its  birth  in  Germany  and  which,  if  it  could  be  estab- 
lished  in   the  Punjab— the   first   experiment   has   already  been 
made — might  be  of  the  greatest  benefit  to  the  zemindar.^ 

Creameries,   of  which  there  are  about  3,000,^    are  the  next 
,,  ^        .  most  important  class  of  society.     They  are 

not  described  in  this  report,  as  at  present 
they  have  little  practical  interest  for  India.  Moreover,  the  State 
control  of  milk  and  butter  has  made  their  position  difficult, 
and  for  the  moment  they  are  declining.  The  co-operative  sale  of 
milk  on  the  other  hand,  though  still  in  its  infancy,  is  making 
progress  and,  as  it  is  a  problem  that  touches  India  closely,  one  or 
two  typical  milk  societies  are  described  in  chapter  6. 

Over  7,000  rural  societies  are  gregariously^  classed  together 
, ,  ^,  , .  .^    „  .  .        as  '  miscellaneous.'   Electricity  societies  form 

(«)  Electricity  Societies.       ,i      i  ,  i        •  o  f\nr\ 

the  largest  group,  numbering  now  over  3,000. 
They  are  a  remarkable  instance  of  the  power  of  necessity.  If 
necessity  is  the  mother  of  invention,  it  is  both  father  and  mother 
to  Co-operation.  Over  1,700  societies  have  sprung  up  since  the 
armistice.  The  shortage  of  coal  and  oil  due  to  the  war  has 
made  light  as  difficult  a  problem  as  it  was  two  or  three  years  ago 
in  India.  The  scarcity  of  draught  animals,  their  prohibitive 
prices  and  high  cost  of  maintenance  have  made  the  use  of 
machinery  more  than  ever  desirable,  and  the  ever-rising  wages 
have  had  the  same  effect.  ^  Lenin  at  a  recent  Congress  spoke  of 
the  electrification  of  agriculture  as  the  best  means  of  reconstruct- 
ing Russia.*  The  process  has  already  begun  in  Germany  and  in 
time  may  have  far-reaching  effects.  It  should  be  of  special 
interest  to  the  Punjab,  where  an  abundant  supply  of  electricity 
will  before  very  long  be  available.  A  brief  description  of  the 
German  society  has  therefore  been  given  in  Chapter  8. 

»  See  Ct»ftj  ter  5 

»  On  May  Ist,  1921,  there  wore  3,046. 

"Lwt  »finter  (1920-21)  waves  were  0  tinaes  as  high  at  in  1914. 

*Beport  oflht  Committet  toeoUeot  %itfo'matio»  i»  Mu»$i%,  1921  (page  67). 


Of  urban  societies  the  most  important  types  are  the   Store, 

the  Craftsmen  and  House-Building  societies 

f  an  ^  cie  les.        ^^^  ^^^  Schulze-Dclitzsch  or  small  industrial 

hank.     The  1 ,300  Hamburg  federation  stores,  with  their   2f   mil- 
lion members  and  a  turnover  last  year  (1919-20)  of  nearly  3,000 
million  marks,  bid  fair  to  rival  the  English  system  from  which 
they     are    directly   derived/     They    are   not   described  in  this 
report  as  there   was  no  time  to   study  them.     The  other  three 
types   are  described  in   Chapters  9, 10  and  11.     Both  Craftsmen 
and  House-Building    societies   are   rapidly   increasing,  the  one 
because  raw  materials  are  scarce,  the  other  because  the  housing 
question  is  as   acute  in   Germany   as  in  eveiy   other  country  in 
Europe.   The  Schulze-Delitzsch  bank*  is  still  an  important  factor, 
but  the  competition  of  the  large   commercial  banks  is  an  increas- 
ing danger  and  its   future  is   therefore  uncertain.     It  can   still, 
however,   lend  at  1  or  2  per  cent,  cheaper  than  its  rivals,  and  the 
smaller  industries   and  businesses  continue  to   regard  it  as  a  pro- 
tection against  the  monopolist  tendencies  of  the  capitalist  system 
The  remaining  subject  that  is  treated  in  this  report,  so  far 
as  Germany  is  concerned,  is  the   question  of 
Land  Mortgage.     In  this  sphere   Germany 
IS  admittedly  ahead  of   every   other  nation.     In   England,   if  a 
landowner  wishes  to  raise  money  by   mortgage,    he  has  to  apply 
to  his  solicitor  or  banker  to  find  a  mortgagee.     This  may  take 
time  and  interest  will  be  at  6or  6  J  per  cent.    In  Germany  there  is  a 
large  number  of   mortgage   banks,  where  with  the  minimum  of 
delay  and  expenditure  a  mortgage  loan  can  be  raised  at  4j  to  4 J 
per  cent,  which  is  substantially  less   than  what  Government   has 
to  pay  for  its   loans.     India  never   did  a  wiser    thing    than 
when   she  borrowed  of  Germany  her  system  of  village  banks,  but 
it  might    be  even    wiser  still  to   borrow    her    system  of  Land 
Credit.     The  subject  is  discussed  in   Chapter  7,  in  which  two 
characteristic  Land  Credit  associations  are  described. 

7.     The  bulk  of  Germany's  47,000  societies  are  grouped  to- 
„  ^.    ,  „  ^    ,.  wether  for  purposes  of  audit,  control  and  or- 

>atioDal  Federations.  ^       .      ,.        ^.      ^  jipp  j_-         i 

ganization  m  one  or  other  or  tour  national 
Federations.  The  1,300  Stores  mentioned  above  belong  to  a  Consum- 
ers Eederation  at  Hamburg,  and  most  of  the  other  urban  societies 
to  a  federation  at  Berlin  called  *  the  German  Eederation  of  Co-op- 
erative Societies. ''  Similarly,  nearly  all  agricultui-al  societies  belong 
either  to  the   Imperial   or  to  the   Ea;iffeisen  Eederation.     Both 

^At  the  end  of  iOJO  there  were  2,413  co-operative  stores. 

'So  called  becaase  the  first  banks  of  this  type  were  fonnded  in  1850  by  Schulza  of 
Delitzscb,  who  did  for  the  !own  what  RaifEeisen  did  for  the  conntry. 

'In  Maj  1920  two  important  urbin  federations  calleJ,  re^^pectively,  the  *  Alegemeiner  Verbaad 
and  the  'Hanptverband'  amalgamated  to  form  the'  Deu'scher  Gennsscnsc hafts- verband,'  or  Ger- 
zoan  Federation  of  Co-operative  Societies.  At  the  end  of  the  year  the  latt«r  embraced  4118  sacieties  . 
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have  their  headquarters  a*  Berlin,  and  both  are  described  in 
Chapter  2.  The  Imperial  federation  with  nearly  52,000  societies 
is  much  the  largest  in  Germany  and  probably  the  largest  in  the 
world.  An  interesting  and  encouraging  sign  of  the  times  is  the 
tendency  of  all  four  federations  to  draw  closer  together,  and  a  joint 
committee  has  been  set  up  for  the  purpose.^ 

8.     Germany  has  47,000  societies  but,  it  may  be  asked,  is  the 

movement  sound  ?     So   far  as  the  agricul- 

Soundness  of  the  Move-    tural   movcmcnt  is   conccrned,  which  alone 

ment  in  Ciermanj.  i      t     i      •  i    i     •-,       j^ 

was  studied  m  any  detail,  the  answer  is 
unhesitatingly  in  the  affirmative,  and  there  are  three  facts  which 
show  this.  Firstly  a  member  of  a  co-operative  society  can  borrow 
cheaper  than  anyone  else.  The  commercial  bank  charges  7  to  8 
per  cent,  the  village  bank  only  41  to  5  Secondly,  in  1919  the 
deposits  of  co-operative  societies  with  central  banks  amounted  to 
about  4,0002  million  marks,  and  represented  over  90  per  cent,  of 
the  total  liabilities  of  the  latter.  Thirdly,  approximately  the  same 
amount  has  been  invested  in  the  different  War  Loans  and,  though 
this  stock  has  fallen  20  points,  the  depreciation  has  in  most  cases 
been  written  off  '  in  toto.'  There  could  be  no  more  impressive 
testimony  to  the  financial  stability  of  the  German  co-operative 
banking  system.* 

Materially  then  German  Co-operation  is  sound,  but  it  must 
always  be  remembered  that  Eaiffeisen,^  the  founder  of  the  agricul- 
tural movement,  laid  as  much  stress  upon  the  moral  as  upon  the 
material  aspects  of  Co-operation.  To  him  the  basic  principles  of 
thrift,  self-help  and  mutual  help  had  almost  the  force  of  a  gospel. 
But,  as  happens  with  every  new  gospel,  success  dulled  the  edge 
of  inspiration.  As  long  as  the  peasantry  were  thriftless,  uneducat- 
ed and  helpless,  and  a  prey  to  the  usurer,  the  moral  appeal  was 
clear.  But  in  time  they  became  tolerably  educated  and  pros- 
perous, and  the  bonds  of  the  usurer  were  broken.  A  vast 
organization  was  built  up,  in  the  midst  of  which  the  individual 
was  in  danger  of  being  lost,  and  as  business  became  more  varied, 
commercial  aspects  grew  more  important.  Then  came  war  and  its 
shattering  defeat.  To  Co-operation  this  may  be  a  blessing  in 
disguise,  for  defeat  is  kindling  a  spirit,  which  could  never  have 
arisen  out  of  victory  and  which  expresses  all  that  is  best  in  the 
German  race.  The  long  uphill  fight  has  begun  again  and  it  is 
this  that  invigorates. 

"See  paragraph  26. 

*Now  worth  about  £20  millions.     It  is  an  interesting  fact  that  these  deposits  hare   increased 
almost  part  pattu  nitb  the  depreciation  in  the  currency.     Thus  in  1919  deposits   were  11  tinea  as' 
large  as  in  1914. 

*Tbis  do«8  not  include  nrban  sccietiet. 

♦(y.  paragraph  16  (J  >. 
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9.    What  has  so  far  been  siid  of  Italy  has  perhaps  been  more- 
Achievement  in  Italy.         disparaging  than  laiidatory .     That  is  because- 
,,T,     ^  . ,.  Italy  is  weak  where  Germany  is  strong.     Her 

(a)  Labour  Societies.  n       ''     •    t  ,  ti  '  ^  '      i  • 

financial  system  and  her  general  organization 
cannot  be  compared  with  the  German.  But  in  two  fields  her 
achievements  are  brilliant  and  beyond  anything  achieved 
elsewhere.  The  Co-operative  Farm  and  the  Labour  society  are 
now  definitely  established,  and  are  even  spreading  across  the 
Alps.  They  are  her  great  contribution  to  Co-operation,  and 
in  nothing  is  the  deeply  original  genius  of  her  people  more 
vividly  displayed.  Both  are  described  in  this  report.  At 
present  there  seems  to  be  no  limit  to  the  possibilities  of 
the  Labour  society.  There  are  about  2,500  of  them  in  the 
country.  Masons,  bricklayers,  cement-workers,  dockers,  car- 
penters, day-labourers,  carters  and  many  other  varieties  of  manual 
labour  have  organized  thempelves  into  societies  to  eliminate  the 
contractor  and  undertake  contracts  themselves.  In  Kavenna  the 
contractor  is  as  extinct  as  the  dodo,  and  yet,  when  I  visited  it, 
contracts  for  many  million  lire  were  being  executed.  Hecently 
a  flotilla  left  Venice  on  a  maiden  voyage  bound  for  Milan. 
by  a  newly  constructed  waterway,  and  at  tbe  same  time  a 
similar  expedition  sailed  from  Milan  to  Venice.  In  both 
cases  the  enterprise  was  co-operative.  The  half  devastated 
area  of  the  Piave  is  being  rebuilt  under  co-operative  auspices. 
The  very  porters  at  all  the  chief  stations  in  Northern  and  Central 
Italy  have  formed  co-operative  societies  to  get  rid  of  the  inter- 
mediary contractor  and  deal  with  the  railway  direct.  Tbat 
Labour  can  be  co-operatively  organized  can  no  longer  be  doubted. 
The  more  difficult*  question  remains  whether  co-operation  can  be 
applied  to  industry.  The  experiment  is  being  tried  and,  if  it 
succeeds,  the  industrial  question  in  Italy  will  be  solved. 

The  co-operative  farms*  number  about  500  and   are  at   their 

(i)  Co-o  erafve  FarEs     ^^^^  ^^  ^^^  districts   of   Bavcnua,    Bergamo 
o-operaiye   arEs.     ^^^^  Kcggio   Emilia.     In   Sicily,   too,   thejr 

have  taken  root,  and  they  are  now  spreading  throughout  the 
country.  In  the  three  districts  named  they  have  definitely 
emerged  from  the  experimental  stage,  but  many  difficulties 
remain,  some  of  which  would  have  been  felt  much  more 
acutely  in  the  past  but  for  the  assistance  of  Government 
and  the  large  profits  made  through  the  war.  In  two  vil- 
lages near  Ravenna  I  found  handsome  theatres  being  built 
mainly  out  of  the  profits  of  the  local  co-operative  farm.  It 
is  claimed  that  the  Socialist  farms,  with  their  large  undivided 
estates,  in  which  all  the  produce  is  pooled,  produce  more  per 
acre  than  estates  individually  owned  ;  but  the  figures  quoted  in 
support  of  this  would  have  to  be  carefully   scrutinized  before 
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they  could  be  accepted.  The  aim,  however,  in  the  first  instance 
was  not  to  increase  production,  hut  in  Lomhardy  to  eliminate  the 
middleman  rent-collector,  and  in  Emilia  to  provide  a  remedy  for 
unemployment.  Both  these  objects  have  undoubtedly  been 
attained,  and  that  is  one  reason  why  the  societies  are  spreading. 
The  other  reason  is  that  since  the  war  the  desire  for  independence 
has  laid  its  hold  upon  all  sorts  and  conditions  of  men.  In  the 
town  this  expresses  itself  in  the  enthusiasm  for  the  Labour 
society,  and  in  the  country  in  the  eagerness  of  the  field 
labourer  and  the  tenant  farmer  to  join  a  il^'arm  society  which 
abolishes  the  rent-collector  and,  if  the  land  is  bought,  the  land- 
owner as  well.  This  applies  more  especially  to  the  societies 
which  allow  their  members  to  cultivate,  and  in  some  cases  to 
own  their  own  plots  of  land.  But  it  applies,  too,  though  in  a 
lesser  degree,  to  the  Socialist  societies  in  which  all  land  is  culti- 
vated collectively,  for  the  members  of  these  societies  are  mostly 
field  labourers,  who  prefer  to  work  for  a  society  which  they 
control  than  for  a  landlord  or  a  contractor  who  is  entirely 
alien. 

There  are  five  main  braaches  of  Co-operation  in   Italy.     The 
, ,  „.    „         ,    .      Labour  society  is  perhaps  the  most  import- 

(c)  Mucellanecu^  Agri-  ,11  i  j     ji  i  mi 

cultural  SocietieH.  ant,  tnough  not  the  most  numerous.  The 
co-operative  Parms  belong  to  what  may  be 
called  the  agricultural  branch,  which  includes  1,500  Creameries 
and  1,000  Supply  societies,  the  latter  affiliated  to  a  federation  at 
Piacenza.  Fifteen  or  twenty  of  these  manufacture  their  own 
chemical  manures.  One  I  visited  at  Novara  turns  out  9,000  tons 
of  super-phosphate  of  lime  every  year.  Another  at  Ravenna  is 
building  a  factory  and  expects  to  have  an  annual  output  of  16,000 
tons.  These  are  striking  achievements  to  which  there  is  no 
parallel  in  Germany. 

The  third  branch  is  that  of  the  2,750  Casse  Rurali  or  village 
(d)  Villa  e  Baaka  ^^^-ii^s,  to  whicli  brief  allusion  has  already 
been  made.  Gorged  with  deposits,  which 
there  is  no  banking  system  to  absorb,  they  are  in  danger  of  dy- 
ing of  the  surfeit  of  prosperity  which  in  so  many  countries  war 
has  brought  to  the  farmer.  The  Catholics,  to  whose  organization 
most^  of  these  societies  belong,  now  talk  of  absorbing  their  sur- 
plus wealth  in  other  co-operative  enterprises  for  which  capital  is 
required,  and  a  bank^  has  baen  founded  at  Milan  for  thg  purposa. 
If  this  scheme  succeeds,  the  village  bank  may  revive." 

*500  belong  to  the  neutral  Wollemborg  organization. 

*See  parag'aph  48. 

*C/.  also  paragraplis  19  and  21. 
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The  remaining  branches  are  tlie   People's   Banks  and  the 

Stores.     The  former,  which  number  about 

eop  e  s     n  9.     g^^^  ^^^  ^^  ^^  f ound  all  ovcr  Northern  and 

Central  Italy.     In  character  and  organization' they  resemble  the 
Schulze-Delitzsch  Banks  of  Germany,  and  like  the  latter,  though 
mainly  urban,  they  do  a  considerable  agricultural  business.     On 
the  whole  they  have  done  remarkable  work,  but  lack  the  cohesion 
of  the  German  Banks,  nor  do  they  adhere  unswervingly  to  co- 
operative principle.     Luigi  Luzzatti,  their  founder,  said  that  a 
co-operative  society   should  always  be   independent  but   never 
isolated.     Isolation  is  their  weakness,  and  in  a  bank  it  is  a  weak- 
ness which  is  almost  a  danger.     An  attempt  to  unite  them  in  a 
large    central    bank  at    Milan  failed.     Sooner  or  later  Urban 
Banks  will  be  required  in  India.     Two  or  three  provinces  have 
already  made  a  start.     Chapter  11  therefore  deals  with  them. 
Numerically  the  most  important  of  the  five  branches  is  the 
•  ^     ^.^^     Store  or  Consumers'  society.     Unlike  Eng- 

store."**^™  '  *  land  and  Germany,  the  movement  in  Italy 
is  as  much  rural  as  urban.  The  Catholic 
-Societies  indeed  are  principally  rural.  There  are  now  over  6,000 
stores  in  the  country,  of  which  probably  less  than  half  are  urban. 
Most  of  these  societies  are  a  product  of  the  war'  and  a  reaction 
against  the  profiteer.  .In  Germany  there  are  few  village  stores. 
Local  competition  keeps  the  petty  trader  in  check,  and  there  are 
also  political  sympathies  binding  him  to  the  peasant  proprietor. 
In  India  the  supremacy  of  the  village  bania  or  shop-keeper  makes 
it  more  desirable  to  follow  Italy  than  Germany.  Some  account 
therefore  is  given  of  the  village  store  in  Chapter  12. 

10.  In  Germany,  the  movement  is  firmly  rooted  in  the  soil 

„     ,        ,   .  and  the  future  can  be  regarded  with  con- 

soundness  of  the  move-      ^-  ^  .~        •     -,    -,       o    aa 

ment  jn  Italy.  ndcnce.     in  Italv  one   IS   reminded   or  the 

*  great  image  whose  brightness  was  excellent  * 
and  whose  legs  were  of  iron,  but  about  whose  feet  there  was 
a  suspicion  of  clay.  It  is,  however,  too  soon  to  judge.  Five 
years  hence  it  will  be  possible  to  separate  the  dross  from  the  gold. 
Meanwhile  it  must  be  admitted  that  the  Italian  in  the  Northern 
half  of  the  peninsula  has  a  remarkable  aptitude  for  local  combi- 
nation, which  is  perhaps  the  modern  expression  of  the  old  in- 
stinct which  made  mediaeval  Italy  famous  .for  its  guilds  and  its 
innumerable  city  states.  The  old  fervour  is  there,  and  there  is  an 
exhilaration  of  enthusiasm  which  I  have  not  found,  to  quite  the 
same  extent,  in  any  other  country. 

11.  This  exhilaration  is  the  exhilaration  of  battle.     Some- 
Co-o  eration  and  Politics     ^^^i^o  ^^^  already   bccu  Said  of  the  rivalry 

,  »  r  ♦v^i-     ^  c  .       between     Catholic    and    Socialist.     Evenly 

(a)    Catholic  and  Sccia-  .ij.-r.T  I^  ij.-  ± 

list  in  Italy.  matched    m   rarliament,^    each   strives    to 

»  Tht  recent  elections  (May  1921)  gave  the  Socialists  123  seats  and  the  Catholics  108. 
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outstrip  the  other  in  the  country,  and  the  Co-operative  society  i& 
too  often  the  pawn  of  the  game.  Politics  and  Co-operation  are  re- 
garded as  inseparahle.  As  a  prominent  Socialist  co-operator  said' 
to  the  writer  : — "  Politics  are  the  hreath  of  an  Italian's  nostrils. 
He  is  political  when  he  eats,  he  is  political  when  he  drinks  and 
he  is  political  when  he  co-operates."  Neutrality  is  therefore  said 
to  be  impossible,  and  in  any  case  the  socialist  would  condemn  it. 
*'  All  those,"  he  says,  "  who  hold  aloof  from  the  great  questions 
of  life  and  who  would  reduce  it  to  the  miserable  level  of  a  com- 
mercial business  are  not  true  co-operators."^  A  highly  placed 
official  of  the  Catholic  Pederation,  holding  much  the  same  view, 
remarked  to  the  writer  that  it  was  impossible  to  expect  a  Latin 
on  joining  a  society  to  doff  his  ideals  like  a  coat.  It  may  be  that 
to  a  Latin  neutrality  is  impossible.  If  he  thinks  at  all,  he  thinks 
things  out.  So  it  comes  that  Catholic  and  Socialist  in  Italy  have 
evolved  complete  schemes  of  life  which  are  imf ortunately  irrecon- 
cilable Each  side  not  only  holds,  but  preaches  its  view 
with  passionate  conviction.  Economic  principles  are  translated 
into  ideals,  and  ideals  into  dogmas  which  must  be  applied  at  once. 
This  can  only  be  done  by  law  or  by  revolution.  No  true  co-oper- 
ator desires  violence.  Therefore  all  seek  political  power  in 
order  to  secure  their  ends.  By  political  power,  too,  public  money 
can  be  obtained,  and  the  more  important  the  party  the  larger  the 
dole.' 

It  must  not  be  supposed,   however,  that  the  whole  move- 
ment    in   Italy   is   given  over  to   politics. 
Societies.  The    agricultural     supply    societies,    many 

of  the  creameries,  all  the  People's  Banks 
and  the  600  Wollembourg  village  banks  are  still  neutral 
because  for  the  most  part  they  represent  the  peasant  proprie- 
tor who  cares  nothing  for  politics  and  who,  as  one  of  their  leaders 
remarked,  does  not  let  himself  easily  be  caught  by  the  throat.  The 
'  Sindicato  Nazionale',  a  federation  to  which  about  2,000  mis- 
cellaneous societies  are  affiliated,  also  claims  to  be  neutral.  More- 
over, scattered  up  and  down  the  country,  are  many  societies  that 
hesitate  to  join  any  Union  or  Pederation  for  fear  of  becoming 
involved  in  politics.  I  came  across  several  of  these  on  the  lower 
slopes  of  the  Alps,  and  as  the  President  of  one  of  them  said  -  "  Bread 
not  politics  is  what  we  want."  But  he  was  a  simple  hillman  and 
very  different  from  the  man  of  the  Lombard  plain  below.  As  a 
whole  there  can  be  no  question  that  Co-operation  in  Italy  is 
saturated  with  politics,  and  the  best  that  can  be  said  for  it  is  that 

'  Leading  article  in  JDa  Co-optraztone  Italiana  {I8th    Februnry  1921),  which   is    the  chief 
Jotirnal  of  tiie  Socialist  co-operativA  organization. 

»  C/.  pangraph  49  (c). 


political  ties  form  a  bond,  and  political  ambition  quickens  interest 
and  effort.  If,  too,  politics  arc  bad  for  Co-operation,  Co-operation 
sometimes,  though  not  always,^  acts  as  a  moderating  influence 
upon  politics. 

Turning  now  to  other  countries,  we   find  opinion  in   France 

united,  but  in  Ensrland  divided.     At  a  con- 
ic) other  Countries.  iiiij.  i   c-j.        i 

gress  held  last  year  at  Strasburg  an  over- 
whelming ir^ajority  voted  in  favour  of  neutrality,^  and  the  decision 
was  ratified  this  year  at  a  congress  held  at  Lyons,  But,  at  a 
congress  held  almost  simultaneously^  at  Scarborough,  the  pro- 
posal that  the  urban  co-operative  movement  in  England  should 
form  a  political  alliance  with  the  Labour  Party  was  only  defeated 
by  the  narrow  majority  of  four  out  of  a  total  vote  of  over  3,368. 
In  Ireland,  with  singular  wisdom  and  restraint,  politics  have  al- 
ways been  rigidly  excluded,  a  fact  that  has  been  the  salvation  of 
Co-operation  in  that  unhappy  island.*  Eor  years  under  the  bene- 
:ficient  aegis  of  the  Irish  Agricultural  Organization  Society,  men 
of  all  shades  of  opinion  have  been  able  to  meet  together  in  perfect 
amity.  In  Germany  the  discussion  of  politics  and  religion  in  a 
co-oj)erative  society  is  barred  by  law,  and  though  here  and  there, 
especially  in  the  Stores,  a  political  tendency  is  observable,  the 
movement  as  a  whole  is  strictly  neutral  ;  and  indeed  it  can  afford 
to  keep  out  of  politics,  as  60  years  ago  Eaiffeisen  discovered  and 
applied  to  agriculture  the  system  that  the  Social  Democrats  of  to- 
day are  trying  to  apply  to  commerce  and  industry.  The  Presi- 
dent of  the  Imperial  Federation,  speaking  with  vehemence,  re- 
marked to  the  writer  that  a  society  that  took  to  politics  was  as 
good  as  lost,  and  there  can  be  little  doubt  that,  so  far  as  India  is 
concerned,  he  is  right. 

Even  in  Italy  most  of  the  leading  co-operators  I  met, 
including  even  the  Socialist  and  the  Catho- 

neSon^^"  °^  Political  Con-     ^q^  admitted  that  the  political  tie  was   an 

evil  though,  as  most  added,  a  necessary  evil. 

Luigi  Luzzatti,  it  may  be  mentioned,  was  entirely  opposed  to  it. 

Like  everything  else  it  has  its  advantages,  but  the  price   paid   is 

too  great.     In  the  first  place  it    endangers  unity,    and   unity   i^ 

^  La  Co-operazione  Ifaliana  for  the  lOth  June  1921  givas  a  Second  list  of  27  outrages  coai- 
tnitted  by  the  Fascist!,  the  so-called  national  party,  against  Socialist  Co-operative  Societies  The 
list  inclndes  8  cases  of  fire,  4  of  destraction  and  15  of  serious  dangers  (devastazloae),  all  perpet- 
rated io  April  or  May.  la  one  instance. the  oatnge  is  described,  as  "  devastaziooe,  ostracismo 
bastonatura  (beating)  al  Direttore"  who  was  the  manager  of  a  Store.  The  same  paper  for  the 
8th  July  give!>  a  further  list  of  50  similar  outrages.  It  should  perLaps  be  added  that  a  general 
election  took  place  in   May. 

»In  September  1920,  the  vof.ng  was  2,396  to  20. 

'May  1921. 

*  In  the  very  few  cases  in  which  restraint  has  broken  down,  th?  societies  concerned  'hare 
perished  ignominicusly  '— ^mith  Gordon,  Co-operation  xn  Mani/  Lan.lt,  Volume  1,  page  215. 
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the  sine  qua  non  of  a  co-operative  society.  Secondly,  it  is  a  funda- 
mental principle  of  Co-operation  that  it  knows  no  distinction 
of  colour,  caste  or  creed.  This  is  not  compatible  with  political 
partisanship.  Thirdly,  where  banking  is  concerned,  once  politics 
enter,  a  man's  view  of  the  one  will  affect  his  judgment  in  the 
other.  Finally,  where  Co-operation  and  Politics  go  hand  in  hand 
one  must  be  dominant.  If  it  is  politics.  Co-operation  loses  her 
freedom.  Kussia  is  the  classic  instance  of  this.  If,  on  the  other 
hand,  it  is  Co-operation,  the  temptation  to  turn  political  power  to 
doubtful  ends  may  prove  irresistible.  The  future  of  Co-opera- 
tion was  never  brighter  than  it  is  at  present,  but  there  is  a  cloud 
on  the  horizon,  no  larger  in  some  countries  than  a  man's  hand. 
The  political  danger  is  indeed  the  only  serious  danger  that  Co- 
operation has  to  fear.^  There  can  be  no  question  then  that  India 
should  follow  Ireland  and  Germany  rather  than  Italy. 

12.     If  politics  are  Co-operation's  greatest  dangei*,  its  great- 
,      ,  ,    ^.    ,     est  problem  is    to   span  the    ffulf  between 

Importance      of     Direct  ^  -t  iji-. 

Sale  to  the  Consumer.  produccr  and  consumer.    At  present  their  m- 

,  V  p.   ,   „ ,    ,    '       terests  clash.     The  producer  wants  to  sell  at 

(a)  Rival    Schools     of        ...  .  f 

Thought.  the  highest  price,  the  consumer    to   buy  at 

the  lowest.  Some  writers,  emphasizing  that 
all  men  are  consumers,  but  not  all  producers,  hold  that  Co-opera- 
tion should  be  organized  from  top  to  toe  for  the  benefit  of  the 
consumer.^  This  is  the  view  of  an  important  section  in  England 
and  of  the  Socialists  in  Italy,  who  say  expressively— *il  sovrano,. 
il  dittatore  deve  essere  il  consumatore'- — the  sovereign  and  the  dic- 
tator should  be  the  consumer.^  The  rival  school  of  thought,  de- 
claring that  production  precedes  consumption,  maintains  that 
the  interests  of  the  producer  should  not  be  subordinated  to  those  of 
the  consumer.     This  is  naturally  the  point  of  view  of  the  farmer. 

This  is  not  tbe  place  to  split  a  lance  on  either  side,  and  the 
(I)  Elimination  of  tbe    ^ontrovcrsy  is  Only  mentioned  for  its  bearing 
Profiteer.  upon  the  problem  of  the  profiteer.     It  was 

stated  earlier  that  more  than  anything  else 
the  profiteer  and  the  system  he  represents  are  responsible  for 
the  growth  of  Co-operation  since  the  war  ;  and  it  might  fairly  be 
supposed  from  the  rapidity  of  this  growth  that  Co-operation  is  a 
full  and  sufficient  remedy  against  the  evil.  If  Co-operation 
were  fully  developed,  this  would  certainly  be  the  case  ;  but  be- 
ing in  its  infancy  it  is  still  no  more  than  a  partial  remedy. 
To  eliminate  the  profiteer,  producer  and  consumer  must  deal  with 
each  other  direct.     At  present  the  profit-seeking  middleman  i& 

^  Even  the  Italian  Socialist  begins  to  be  aneasy,  for  the  Comma  nist  now  thro  itent  to  split 
the  Socialist  camp  in  two  and  is  said  to  h^ve  already  cap'ured  2  of  the  3  1nrg<>st  co-operative  ttoro? 
in  the  conniry— Xo  Co-operazione  Italiana,  2nd  Di>cem bar  1921. 

*  This  point  of  view  is  admirably  stated   in  Woolf's    Co-optratio»   and  tke   Futurt    of 
Indmttrg. 

*Felico  Manfredi— i/  Movimento  Co-operafiv% 
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always  interposed,  and  his  example  compels  the  producer,  even 
when  he  is  a  Co-operator,  to  demand  the  highest  price  he  can  get. 
And  so,  When  he  gets  the  chance,  the  producer  turns  profiteer  as 
well.  In  Italy  the  Co-operative  Farms  have  made  as  handsome 
a  profit  out  of  the  war  as  any  profiteer.  In  Munich  a  society  of 
30  tailors  recently  declared  a  dividend  of  90  per  cent,  earned  by  the 
prices  they  had  charged  for  their  .suits,^  Instances  like  these 
might  he  multiplied.  The  fault  lies  not  with  Co-operation  but 
with  the  capitalist  or  j)rofit  seeking  system,  which  still  holds  the 
field.  Under  this  system  everything' is  determined  by  the  jungle 
law  of  supply  and  demand.  If  supply  exceeds  demand,  prices 
are  low  ;  if  the  reverse,  prices  are  high.  It  is  because  the  war 
has  produced  universal  scarcity,  combined  with  an  almost  imiver- 
sal  depreciation  of  currency,  that  prices  have  soared,  and  with  the 
soaring  of  prices  the  profiteer  stands  out  bloated  and  unashamed. 
Under  a  co-operative  system  this  would  be  impossible,  for  the 
function  of  Co-operation  is  not  to  earn  profit  but  to  perform  a 
common  service.  Ultimately  its  aim  is  not  to  procure  the  highest 
price  for  the  producer  or  the  lowest  for  the  consumer,  but  a  fair 
price  for  both. 

This,   however,   can   only   be  done   if,   firstly,  producer  and 
(c)  The  Kemcd  cousumcr   deal  with  each  other  direct,  and 

secondly,  if  an  authority,  at  once  impartial 
and  representative,  can  be  created  to  determine  in  each  case  what 
is  a  fair  price.  This  infinitely  difficult  task  was  attempted  dur- 
ing the  war  by  -Government,  but  few  now  are  advocates  of  State 
control.  Control,  therefore,  if  control  there  be,  must  be  co-opera- 
tive, and  means  will  have  to  be  found  to  give  it  effect.  In  Ire- 
land a  board  already  exists  for  the  purpose,  and  it  is  the  hope  of 
co-operators  in  that  country  that  Ireland's  special  contribution  to 
Co-operation  may  be  to  show  how  producer  and  consumer  can  be 
reconciled.  Meanwhile,  in  Germany,  Italy  and  Ireland,  direct 
sale  to  the  consumer  is  now  in  the  forefront  of  the  co-operative 
programme,  and  though  not  much  has  yet  been  achieved,  a  definite 
start  has  been  made.^  It  must  be  some  time  before  much  can  be 
done  in  India,  as  co-operative  sale  there  is  still  in  its  infancy. 
But  when  this  is  developed,  the  further  step  should  not  be 
difficult,  as  producer  and  consumer  both  belong  to  the  same 
organization,  which  should  be  able  to  arbitrate  between  them. 
This  is  a  great  advantage  which,  I  believe,  no  other  country  in 
Europe  enjoys,  and  it  should  be  jealously  guarded.^ 

*See  paragraph  113  (5). 

*  See  paragraph  61  where  the  sabjcct  is  farther  discussed. 
»  See  paragraph  27, 
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13.     No  movement  is  likely  to  develop  successfully  unless  it 
has   a  clear   idea  of  where   it  is  going.     In 
Aims  and  Ideals  Germany  all   energies   at   present   are  bent 

(a)  Germany.  upou  reconstructiou.     But  it  is  realized  that 

the  more  democratic  regime,  which  for 
better  or  for  worse  defeat  has  brought  with  it,  gives  Co-operation 
a  special  opportunity ;  and  it  is  felt  that  in  the  new  democratic 
Germany  the  co-operative  society,  which  has  always  been  essen- 
tially democratic,  must  become  the  corner-stone  of  the  economic 
life  of  the  country.  Co-operation  is  regarded  as  a  happy  com- 
promise between  capitalism  on  the  one  hand  and  socialism  on  the 
other,  as  it  secures  to  the  individual  his  full  economic  liberty, 
which  the  other  two  systems  in  greater  or  less  degree  restrict. 
Though  there  are  33,000  agricultural  societies,  this  is  not  con- 
sidered suf&cient.  As  a  recent  annual  report  says  :  ~"  Only  then 
will  Co-operation  attain  its  full  life  and  power  for  good,  when 
the  significance  of  a  common  fellowship  in  co-operative  work 
penetrates  not  only  into  every  hamlet  and  village,  but  also  into 
the  remotest  cottage."^ 

In  Germany  aims  are   essentially   practical,  in  Italy  essen- 
tially  ideal.     The  neutral   societies,   which 
*  ^*  perhaps  number  one-third  of  the  whole,  are 

bent  only  upon  supj)lying  the  economic  necessities .  of  their 
members.  The  Socialist,  on  the  other  hand,  has  a  clear  cut 
scheme  for  reconstructing  the  whole  economic  world.  Bitter- 
ly oi)posed  to  the  '  Borghesia ',  as  the  middle  and  propertiei^ 
classes  are  called,'  he  desires  to  form  a  '  nuova  societa,'  a  new 
social  order,  by  nationalizing  all  the  means  of  production,  distrif 
bution  and  exchange  and  bringing  everything  that  cannot  be 
nationalized  under  co-operative  control.  The  middle  classes  hq 
would  displace,  except  so  far  as  they  are.  prepared  to  serve 
socialist  masters.^  Collectivism  (not  communism)  is  the  ideal,  and 
in  greater  or  less  degree  the  collectivist  tendency  is  emphasized  in 
every  Socialist  society.  Thus  the  Labour  society  is  often  but  an- 
other form  of  the  Trade  Union,  and  the  equal  distribution  of  work 
counts  for  more  than  either  the  quantity  or  the  quality  of  the 
output.  In  the  Socialist  Farm  the  collectivist  form  is  preferred 
to  the  proprietary.  That  is  to  say,  produce  is  pooled  and  mem- 
bers receive  a  share  of  the  pool  but  no  share  in  the  land,  which 
the  society  jealously  guards  for  itself.  Similarly  the  large  store 
society  is  preferred  to  the  small.  At  every  point  individualism 
and  private  property  are  curtailed  as  they  foster  egoism,  and  ego- 
ism is  regarded  as  the  root  of  original  sin. 

*  Annnal  Report  of  the  Impetial  Federation,  1919. 

•'Co-operation  lia<t  become  an  Integral  part  of  the  struggle  between  the  exploiting  capitalistic 
class  on  the  one  side  and  the  exploited  wageoearners  on  the  other  '-Leading  article,  La  Co-opera' 
gitng  Kaliana  ,  16tb  Jnly  1920. 
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To  this  the  Catholic  replies   that,  if  the   Socialist   had   his 
own  way,   the   dictatorship  of  capital  would  only  be  replaced  by 
the  dictatorship  of  the  proletariat,  and  the  egoism  of  the   indivi- 
dual  by   the  egoism   of  the   mass.^     Socialist  and  Catholic  are 
indeed  diametrically  opposed.     The  Socialist   preaches   collectiv- 
ism, the   Catholic   individualism,   tempered  and  purified  by   Co- 
operation.    The   Socialist's    ideal   is   the   collectivist   form,  the 
Catholic's  the  peasant  proprietor.     Working  with  human  nature 
instead  of  against  it,  the  Catholic  would  give  as  many  as  possible, 
however  humble,  a  stake  in  the  land,  believing  with  Aristotle  that 
j)roperty  and  good  citizenship  go  hand  in  hand.^     "  We  wish,  " 
said  a  leading  Catholic  co-operator,  "  to  secure  to  the  individual 
members  of  our  societies  and   to  their  organisations  the   fullest 
elasticity  and  liberty  of  action,  believing  that  individual  interests 
will  be  sufficiently  restricted  by  the  bond  of  solidarity,  which  comes 
from  the  application  of  our  fundamental  principle  '  each  for  all 
and  all  for  each.'  "     He  weiit  on  to  add,  in  words  that  Raiffeisen 
himself  might  have  used,  that  as  Christian  charity  is  the  basis  of 
*  Co-operation,  its  moral  aspects  must  be  emphasized,  or   it   would 
fail  in  its  purpose.'     It  is  freely  said  by  critics  that  confessional 
as  well  as  moral  aspects  are  emphasized,  and  it  is  certainly  the  case 
that  only  good  Catholics  are  admitted  to  village  banks.**     A  non- 
Catholic  may  question  the  wisdom   of  this  policy,  which  however 
only  applies  to  village  banks  ;  but  it  is  impossible  for  a  Christian 
not  to  sympathize  with  the   emphasis  that  a   Catholic  lays   on. 
Christian   fellowship   and  moral  obligation.     Similarly ,  however 
little  one  may  believe  in  the  Socialist's  utopia  of  collectivism,  it 
is  equally  impossible  not  to  admire  the  earnestness  of  his  purpose 
,  and  the  enthusiasm  of  his  hopes.     The  real  matter   for   regret   is 
that  both  sides  are  apt  to  forget  the  old  co-operative  motto — "  In 
things  essential  unity,  in  things  doubtful  liberty,  and  in  all  things 
charity." 

*  Co-operazione  PopoJare,  tlie  lending  Catholic  Co-operatiTe  Journal. 

*  See    Politict  IV  6 — "  When   the   class     of  huehandmen   and    of    those   who   possess 
moderate  fortunes  have  the  sapreme  power,  the  Government   is   administered  according  to  law  " 

(Jowett's  translation). 

»  Soeech  of    the  President  of   the  National    Kederation  of  Consumers    Societies  at  the  Isrt 
annoal  congress  held  at  Bologna. 

*  The   Socialist  equiraleut  is  that  ordinarily  a  memher  of  a  Lsboor   Society    must  be  ». 
Trade  Unionist. 


V    CHAPTER  I.— TheViUage  Bank. 

Tor  India  the  supreme  interest  of  Co-operation  in  Germany 

lies  in  the  village  bank.     In  both   countries 

fiyetem!'*^*'^    °     *""*"    i^  is  the  dominating   co-operative  type.     In 

India  indeed,  where  agricultural  credit 
societies  form  nearly  90  per  cent,  of  the  whole,  it  is  still  the  only 
type  of  importance.  By  village  banks  therefore  must  Co- 
operation in  India  be  judged,  and  no  better  standard  could  be  ap- 
plied than  the  standard.of  Germany,  which  is  the  birthplace  of 
the  village  bank  and  the  country  of  its  greatest  development. 
Everyone  who  knows  anything  at  all  of  agricultural  Co-opera- 
tion is  familiar  with  the  main  features  of  the  system,  namely, 
unlimited  liability,  an  area  restricted  to  a  village  or  two,  small 
shares,  limited  dividends  or  no  dividends  at  all,  indivisible  reserve, 
loans  to  members  only,  low  rates  of  interest  and  honorary  manage- 
ment controlled  by  the  general  assembly  of  members,  each  of 
whom  has  one  vote  and- no  more.  In  detail  one  country  or  pro- 
vince may  vary  from  another,  but  the  ground  principles  are 
everywhere  the  same,  and  wherever  they  are  found  and  how- 
ever they  appear  to  be  derived,  their  ultimate  origin  is  Germany 
and  their  sponsor  Baiffeisen.  Accordingly  the  German  system 
deserves  the  closest  study,  and  no  study  is  likely  to  be  more 
fruitful,  as  Germany  has  a  longer  and  wider  experience  of  rural 
co-operative  credit  than  any  other  country  in  the  world. 

2.    This  experience  extends   oyer  nearly  60  years,   for   the 

.  first  village  bank  of  the  present   tjpe   was 

indi!^*^'  "^   ermany  an      fo^jj^^j^d  by  Raiffeiscn  as  long  ago  as  1862.^ 

There  are  now  (April  1921)  18,740  societies 
ivith  about  If  million  members.*  But  for  recent  loss  of  territory 
the  number  of  societies  would  have  been  over  20,000.  In  India 
progress  has  been  even  more  rapid.  In  fifteen  years  about 
4*i,000  societies  have  been  formed  with  nearly  1,400,000  members. 
Indians  who  are  inclined  to  think  that  the  pace  has  been  too 
slow  would  do  well  to  consider  this.  Development  has  in  fact 
I)een  so  fast  that  it  might  be  supposed  that  quality  has  been 
sacrificed  to  quantity.  It  may  therefore  be  said  at  once  that,  so 
far  at  least  as  the  Punjab  is  concerned  (I  have  no  personal  ex- 
perience of  any  other  province),  the  foundations  of  our  system 
have  been  well  and  truly  laid.  In  one  or  two  respects,  indeed, 
the  Punjab  holds  if  anything  more  closely  to  the  pure  gospel  of 

^  At  AohanMS — C.  R,  Fay,  Ce-optratiom  at  Some  aiti  Abroad,  pagei  20  and  49. 

•Bvthe    end  of  November  1921    the  number  of  societies  had  increased   to  18,991,   whioh 
WAKOi  that  tbere  most  now  be  nearly  two  million  members. 
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EaifPeisen's  teaching  than  does  Germany  herself/  Credit  is  more 
personal,  management  more  entirely  honorary,  general  meetings 
more  frequent  and  corporate*  spirit  stronger.  In  many  respects, 
however,  such  as  punctuality  of  dealing,  fluidity  of  money  and 
rgeneral  banking  facilities  it  would  be  impossible  to  challenge 
•comparison. 

3.  Considering  the  great  development  of  village  hanks  in 
T\..  vii      n    I,  •    .1.       India  it  is  encourasrin^  to  find  that  in   Ger- 

The\ill9ge  Paok  mother  .,  .„  °,    ^  t  £,1.1         o       • 

Countriea.  many  the   village  bank,    or   "  the   oavings 

and  Loans  Bank  "  as  it  is  called,  is  still  re- 
garded as  the  basis  of  the  whole  rural  co-operative  fabric.  In 
the  last  two  years  (1919-20)  1,763  have  been  opened.  In  Ireland 
on  the  other  hand  little  is  expected  of  their  future  and  not  many 
more  than  100  remain.  In  France,  too,  rural  credit  societies 
.^re  said  to  be  of  secondary  importance  and  to  have  no  real  life 
of  their  own.  ^  In  Italy  the  movement  is  stronger,  and  her 
2,750  Casse  Rurali  or  village  banks  are  still  an  important 
branch  of  the  co-operative  movement,  but  they  are  definitely  a 
branch,  and  for  the  most  part  a  branch  that  is  not  putting  forth 
.^ny  vigorous  shoots. 

4.  Both  in  .  Ireland   and  in  Italy   the   war  with  its  high 
Rural  Prwperity  pHccs  has  left  the  cultivator  of  the   soil   so 

prosperous  that  he  no  longer  needs  to 
t)orrow.  In  Germany,  too,  the  peasant  proprietor  is  better  off 
than  he  has  ever  been  before,  but  his  present  wealth  is  to  a  large 
•extent  illusory,  for  not  only  does  it  consist  entirely  of  paper  in- 
stead of  gold,  but  it  has  been  won  at  the  expense  of  the  land 
which  for  five  or  six  years  has  been  virtually  starved.  Manures, 
cattle,  machines,  all  the  accessories  in  fact  of  scientific  agriculture, 
iiave  till  recently  been  unprocurable  except  in  the  most  limited 
quantities.  Now  that  it  is  possible  once  more  to  purchase  them, 
though  only  at  almost  prohibitive  prices,  a  large~  portion  of  the 
new  made  wealth  will  be  re-absorbed  into  the  land.  The  flood  of 
deposits  then  will  ebb  and  the  demand  for  loans  revive.  The 
.tide  indeed  is  already  turning. 

5.  In  any^  case  the  village  bank  would  still  be  needed,   for 
Importance  of  the  Village     ^^  ^s  not   Only   a  Credit  Bocicty   but   also  a 

Bank  in  Germany.  savings  bank,  and  thanks  to  a  co-operative 

banking  system  which  is  unrivalled,  there  is 
almost  no  limit  to  the  volume  of  deposits  that  can  be  absorbed. 
Germany  believes,  too,  that  the  village  bank  is  the  best  founda- 
tion for  a  rural  co-operative  system,  and  that  far  better  than  any 
other  form  of  society  it  teaches   its  members  the   elements   of 

»0Dthe31tt  December  1921  the  Fnnjab  with  ita  population  of  20.635,024  had  over  8,000 
rillage  banks  containing  oyer  200,000  members. 

•  See  RothMi— I mpue$tian3  of  th  s  Co-optraiion  Motemenl  in  France  and  Ital]/  (1920). 
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co-operatiye  principle    and   practice.      This   view   will  I  think 

be  endorsed  in  India,  and   indeed   for  a   people   ridden   by   debt, 

[illiterate  and  untrained  to  business'   there  is   no   school  to  be 

^  compared  with  the  village  bank.     Everything  therefore  should  be 

done  to  secure  it  as  a  permanent  asset  to  the  village. 

6.     The  weakness  of  our  societ^'es  in  the  Punjab  is  that  they 
sits        ^^^  *^^  one-sided.     They  tend  to  regard  the 
impor  nceo    eposi  advancc  of  loans  as  their  sole   function,  and 

to  forget  that  a  bank  should  draw  deposits  as   well  as  lend.     The 
danger  of  this  is  that,  when  debt   is  cleared   and   members  are 
prosperous,  as  is  now  the  case  in  some  of  the  older  societies,  there 
IS  little  left  for  the  society  to  do.     It  is  a  strength  of  the  German 
system  that  the  village  banks  both  lend   and   receive.     But  this 
postulates  a  central  banking  system  so  well  organised  that  money 
can  pass  readily  from  any  area  which  has   too  much  to  any  area 
which  has  too  little,  or  from  one   branch   of  the   movement  to 
another.     This  has  been  freely   done   in    Germany  to   the  great 
advantage  of  the  many  large  agricultural  wholesale  societies  and 
is  in  sharp  contrast  to  Italy,  where   progress  has   recently  been 
brought  to  a  partial   standstill  through  lack   of  capital.     Rural 
capital  is  probably  no  scarcer  in  Italy    than  it   is  in   Germany, 
but  the   necessary   organisation   to   attract   and  distribute  it  is 
lacking.     An  Italian   writer,   speaking  of  the  accumulation  of 
deposits  in  the  Casse  Eurali,   remarks^  that  before  the  war  they 
suffered  from  anemia  and  now    they  suffer  from  dropsy.     For 
both  diseases  the  best  remedy  is  a  good   central  bank.     In  India, 
though  the  rural  co-operative  banking  system  is  more   developed 
than  in  Italy,  it  is  still  far  behind  the  German   system   as  will  be 
seen  later.    Thereis,  too,  the  added  difficulty  that  hoarding  rather 
than  depositing  is  the  habit  of  the  country. 

7.     Before  the  growth  of  co-operative  societies   the  idea  of 
depositing   was  almost  as   unfamiliar  to  the 
Savings   epoB  8.  German  peasant  proprietor  as   it  is  to-day  to- 

the  Indian  cultivator.  Yet  now  in  Germany  deposits  run  into 
milliards  of  marks.  Jn  the  old  days  much  was  done  by  systema- 
tic effort  to  attract  small  savings  deposits.  In  Bavaria  school 
children,  11  or  12  years  old,  used  to  be  sent  round  on  Sunday 
singly  or  in  pairs  to  collect  in  a  definite  area.  In  this  way  at  the 
end  of  the  year  a  man  might  find  £10  or  £15  to  his  credit.  As  the 
system  was'  not  very  remunerative  to  the  bank  the  deposit  did  not 
begin  to  bear  interest  till  the  first  of  the  following  month  or  quar- 
ter.  When  the  war  broke  out  tlie  system  had  to   be  discontinued 

1  In  an  artiolo  in  Co-Oftraziont  Pojmlare^-ln  1919,  the  deposits  of  the  2,7S0  Case  Rorall 
•moanted  to  282  million  lire  or  about  £8|  m.lliont.  In  the  same  year  in  Gormanj'  the  central 
bank  had  £20  millions  (over  4,0C0  million  marks)  in  deposit  from  about  18,000  Tillage  banks. 
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^nd  now,  as  societies  are  prepared  to  take  deposits  of  any 
sum  from  a  penny  upwards,  there  is  no  great  need  for  it.  More- 
over since  the  war  deposits  have  heen  almost  embarrassingly  large. 

8.  In  60  years  there  is  no   case  of  a  depositor  having   lost 
c  *  X    *  r^     ..   .  TTM      his  money.     There  is  in  fact  no  safer  invest- 

Safety  of  Depoeite  in  Vil-  i   j. i  t  -i.         -ii  j        -n       » 

lage  Banks.  ment  than  a  deposit   with   a   good  village 

bank.  At  the  outbreak  of  the  war,  when 
East  Prussia  was  invaded,  there  were  long  queues  of  people  in 
the  East  I'russian  towns  waiting  outside  the  commercial  banks 
to  withdraw  their  money.  In  the  village  banks  on  the  other 
liand  deposits  actually  increased,  many  people  bringing  their 
money  there  for  security.  The  same  thing  occurred  in  the  wars 
of  1S66  and  1870.^  The  reason  for  this  lies  in  the  greater  confi- 
dence inspired  by  an  organisation  which  belongs  to  the  members 
themselves  and  which  is  bone  of  their  bone  and  flesh  of  their 
flesh. 

9.  It  has  sometimes  been  doubted  whether  a  village  bank 
p  ™k*„  .•      *  T,   ,.     should    undertake     anything   but    banking. 

ing  and  Snppiy.  Kaiffeisen  himsell  contemplattd  a  single  socie- 

ty being  maid  of  all  work,  and  broadly  speak- 
ing, with  obvious  limitations,  this  is  the  view  that  is  now  general- 
ly held.  This  is  especially  true  of  Ireland  where  the  future  is 
thought  to  lie  with  the  General  Purposes  Society,  the  object  of 
which  is  to  undertake  any  co-operative  activity  required  by  the 
Tillage.  *  In  Germany,  though  there  are  many  separate  supply  soci- 
'eties,^  most  of  the  village  banks  supply  Iheir  members'  agricul- 
tural requirements  and  to  some  extent  also  their  household  re- 
xjuirements.  In  Italy,  too,  much  supply  work  is  done.  Por  business 
purposes  separate  societies  are  doubtless  an  advantage,  but  in 
small  villages  they  are  difficult  to  organise,  nnd  certainly  more 
•expensive  to  run.  Opinion  is  in  fact  agreed  that  in  the  small 
village  it  is  impossible  to  keep  banking  and  trading  apart.  In 
Bavaria  and  in  the  province  of  Saxony  this  principle  is  carried 
so  far  that  few  separate  supply  societies   exist  there  at  all. 

10.    In   Bavaria  it  is  the   expressed  aim  of  the  largest 

local  Union   that  when   a   competent   com- 

•n?Sr°*"°°  ^  B»"king     mittce  is    available   the  village  bank  should 

do  everything.  Some  even  run  elevators. 
In  Saxony,  too,  co-operative  sale  is  often  undertaken.  In 
1918  for   instance   730  societies  sold   produce,    mainly   potatoes, 


»  Wolff,  People' t^Banis. 

•  See  parograph  15  2. 

«  In  1918,  89  per  cent,  of  4^430  societies  affiliated  to  the  RufFeisen  Federation  did  this. 
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to  the  value  of  8  million  marks.  As  a  whole,  however,  co-opera- 
tive sale  is  far  less  developed  than  supply.  In  Italy  it  is  hardly 
done  at  all.  For  the  ordinary  village  society  the  difficulties  of 
uncertain  and  distant  markets  are  too  formidable,  and  serious  los- 
ses are  easily  incurred.  A  way  to  avoid  the  latter  is  for  the  village 
hank  to  act  only  as  a  collecting  agency  for  the  provincial  Agri» 
cultural  Wholesale  Society  (or  Central  Bank)  which  sells  the 
goods.  This  is  freely  done  in  Bavaria  and  to  a  lesser  extent  along  the 
Bhine.  In  India  hanking  and  supply  cannot  he  ke.pt  apart,  as  villages 
are  too  small  and  the  literate  too  few  for  separate  societies,  hut  the 
sale  of  produce  should  not  I  think  be  undertaken  as  long  as  there  are 
no  wholesale  societies  to  assist.  Sale  is  far  more  difficult  than 
supply,  and  the  two  together  added  to  banking  would  place  too 
great  a  strain  upon  the  average  local  committee,  a  difficulty  that 
is  beginning  to  be  felt  even  in  Bavaria. 

11.     In  view  of   all   that  has   been  written  on  the   subject  it 
^  .  ^  .-,.„     ^   ,         may  seem  superfluous  to  describe  a  German 

Dnisdorf  Village  Bank.  .,•'  t        ■,       ■,      ,      ,  i  i 

Village  bank,  but  to  anyone  who  has  in- 
spected scores  of  village  banks  in  India,  there  is  nothing 
more  stimulating  than  a  visit  to  one  of  those  societies  in  the 
Qountry  of  their  birth,  and  as  few  in  India  can  hope  for  this 
privilege  the  following  account  may  perhaps  be  of  interest. 

Duisdorf  is  a  prosperous  village  situated  in  the  open  and 
gently  undulating  country  round  Bonn,  a  town  which  stands  on 
the  Rhine.  In  its  orchards  and  vegetable  gardens  it  recalls 
the  neighbourhood  of  Amritsar  and  Jullundur  The  average 
holding  is  small,  varying  for  the  most  part  from  2  to  6  acres. 
When  finiit  and  vegetables  are  cultivated  IJ  acres  are  said  to 
he  sufficient  for  a  man  and  his  family,  otherwise  10  to  12  acres 
are  required.  This  is  not  very  different  from  the  central  Punjab, 
hut  the  standard  of  living  in  the  German  village  is  much 
higher  than  that  in  the  Indian.  If,  in  spite  of  this,  approxi- 
mately the  same  area  will  support  the  family  of  a  German  and 
of  a  Punjabi,  it  is  because  the  German  gets  more  out  of  his 
land.  This  he  does,  not  because  he  works  harder — no  one  could 
work  harder  than  a  Jullundur  Arain — but  because  his  resources 
are  greater.  And  that  is  where  he  owes  so  great  a  debt  to  his 
society. 

The  latter  was    started   24  years  ago  and  now  has  210 
members.     £1,500  has  been  advanced  on  loan 
.         °*°*'  and  £2,500  received  in  deposits.  Most  village 

banks  after  the  war  had  a  surplus  of  this  kind  owing  to  the  high 
prices  on  the  one  side  and  the  difficulty  of  purchase  on  the  other. 
In  this  case  the  humblest  deposits,  even  pence,  have  been  accep- 
ed.    10  per  cent,  of  the  members  have  cash  credit  accounts,  a 
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great  conyenience,  the  use  of  which  will  he  discussed  later.^  Most 
loans  are  secured  hy  sureties,  but  when  money  is  required  for 
6  or  10  years^a  mortgage  will  be  taken  up  to  50  per  cent,  of  the 
value  of  the  property  concerned,  or,  if  the  borrower  is  unusually 
reliable,  as  much  as  75  per  cent,  will  be  advanced.  In  24  years 
no  mortgage  has  had  to  be  foreclosed  or  defaulter  sued. 

The   society  has  its  own   hulling   machine  and  flour  mill, 
both  driven  by   electricity.     The  one   cost 
(b)  Macbme..  ^^50  and  the  other  £100.     In  1919,  80  tons* 

of  flour  were  turned  out  by  the  mill.  There  are  a  dozen  other 
machines  which  members  can  hire,  and  that  is  one  reason  why 
the  land  is  so  productive  and  a  high  standard  of  living  can  be 
maintained.  The  President  confessed  that  these  machines  after 
use  are  often  left  out  in  the  fields  instead  of  being  returned. 
When  damage  is  done  the  member  at  fault  has  to  pay  unless 
it  is  slight. 

An  imexpected  asset  of  the  society  was  a  weighbridge,  which 
M  w  •  hh  d  ^^  been  set  up  at  a  cost  of  £200  to  counter 

eig   n  ge.  ^^^  guile   of  thc  traders  of  a  neighbouring 

market  whose  weighments,  it  seems,  "v^ere  no  more  above  suspicion 
than  those  of  an  Indian  bazar.  Any  member  now,  before  taking 
his  produce  to  market,  can  have  his  cart  weighed  for  a  penny. 
A  non-member  pays  a  penny  halfpenny.  In  either  case  the 
weighman  gets  a  farthing.  The  machine  itself  records  the  weight 
on  a  ticket  which  is  slipped  into  a  slot.  In  consequence  the 
weight  cannot  be  disputed,  for,  as  the  President  said,  a  machine 
does  not  lie.  The  carter  takes  the  ticket  with  him  to  market, 
and  the  weight  recorded  on  it  is  said  to  be  never  questioned^ 
In  1919,  3,711  carts  were  weighed  which  shows  that  the  system 
is  appreciated.  I  have  described  it  in  detail  as  false  weights 
are  the  curse  of  petty  trade  in  India. 

As  is  so  often  the  case  in  India,  the  success  of  this  society^ 
ij\  Ti.  T>    A   4.  is  largelv  due  to  the  character  of  its  pre- 

(d)  The  PrefljdeEt.  '  3       9     "  i.  ^  ii  ^        i    m. 

sident,  who  was  perhaps  the  most  striking 
of  the  many  presidents  I  had  the  good  fortune  to  meet  in  Ger- 
many. He  recalled  the  best  type  of  our  peasant  proprietors. 
Past  his  prime,  he  was  still  energetic,  intelligent  •  and  capable, 
with  a  vein  of  humour,  and,  if  his  face  was  any  guide,  absolutely 
straight.  He  has  been  president  for  24  years  and  has  spent 
his  whole  life   cultivating  his   100  acres  of  land.    Four  out  of 


»  Paragraph  17  (d). 

*  This  is  ordinarily    the  maximnm  period  for  loans. 

»  About  2,200  mannds. 
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liis  five  sons,  lie  said,  have  been  brought  up  to  do  the  same,  and 
to  work,  as  he  has  always  done  himself,  from  dawn  till  sunset. 
The  fifth,  another  point  to  recall  India,  has  gone  to  Bonn  to 
become  a  lawyer. 

12.     The  Duisdorf  society  illustrates  an  important  point  of 
difference   between    German    and     Indian 

Mortgsee  Security.  ..  in  o  j 

practice,  namely,  the  use  of  mortgage  securi- 
ty. Both  in  India  and  in  Germany  the  primary  security  for  a 
loan  is  the  character  of  the  borrower,  but  to  guard  against  the 
vagaries  of  temperament  and  the  accidents  of  fortune  some  form 
of  collateral  security  is  usually  taken  as  well.  In  India  almost 
exclusively,  and  also  to  a  prevailing  extent  in  Germany,  the 
security  taken  is  that  of  the  surety.  In  parts  of  Germany, 
towever,  notably  in  the  Rhine  Province  and  in  Bavaria,  a  mort- 
gage is  often  taken  instead.  This  must  not  be  confused  with 
the  ordinary  long-term  mortgage  loan,  for  which  the  sole  securi- 
ty is  the  land  mortgaged.  I  came  across  a  large  village  bank 
which  imdertook  this  class  of  business  as  well,  but  that  is  rare, 
nor  is  it  necessary  as  many  special  banks  exist  for  the  purpose. 
Employed  as  a  collateral  security  a  mortgage  may  often  be  a 
great  convenience,  especially  in  industrial  areas  where  common 
ties  are  weak  and  sureties  not  always  easy  to  find.  Many  societies, 
too,  are  apt  to  think  their  loans  safer  when  definitely  secured  upon 
the  land. 

I  am  informed  by  one^  who  knew  and  worked  with  Raif- 
feisen  that  he  was  not  opposed  to  the  use  of  mortgage  as  a  col- 
lateral security.  At  the  same  time  it  must  be  remembered  that 
the  foundation  of  his  credit  system  is  character,  and  it  is,  I 
think,  inevitable  that,  when  this  form  of  security  is  common, 
more  regard  will  be  paid  to  the  property  than  to  the  character 
of  the  borrower,  and  in  time  the  man  with  property  will  be 
preferred  to  tlie  man  without  it.  By  those  who  defend  the  use 
of  mortgage  security  it  is  claimed  that  both  property  and  cha- 
racter are  equally  regarded,  but  in  several  societies  that  I  sa^r 
I  did  not  find  this  to  be  the  case.  The  Secretary  of  one  import- 
ant Raiffeisen  Union  went  so  far  as  to  say  that  there  can  be  no 
rural  credit  without  immovable  property,  and  that  is  why  in 
Germany  there  are  no  rural  credit  societies  for  people  who  have 
no  land.*  In  the  Punjab  believing  that  character  is  the 
ultimate  basis  of  credit  we  have  started  over  100  societies  for 
village  inenials  who  have  no  land,  and  many  of  them  have 
undoubtedly  justified  the  experiment.      The  president  of  the 

*  Dr.  Havenstein,  Preddent  of  tbe  Union  at  Bonn. 

•  Cf.  Kasitia,  where  agricultaral  labonrert  are  not  members  of  credit  societies  as  the 
Articles  of  association  forbid  advances  to  members  who  hare  no  immoveable  property— BabnofP, 
Tht  CO'Optratitt  Movemtnt  in  Euuia, 
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Duisdorf  society  put  the  point  forcibly  when  he  said — "  My 
hair  now  is  grey,  and  though  I  have  r. either  education  nor 
learning  I  can  speak  with  the  experience  of  many  years.  Cha- 
racter is  the  thing  that  matters  more,  far  more  than  anything 
ehe.  "  It  was  Raiffeisen*s  application  of  this  fundamental  truth 
to  rural  banking  that  is  his  great  contribution  to  economic  pro- 
gress, and  nothing  should  be  done  to  make  it  less  effective.  In 
Germany  no  doubt,  in  giving  a  loan,  character  is  always  an  im- 
portant consideration,  but  anyone  who  has  worked  much  in 
India  knows  how  strong  the  temptation  is  to  consider  *  Haisiyat ', 
material  assets,  rather  than  character.  Moreover,  in  a  country 
like  Germany,  where  default  is  rare,  it  is  not  a  serious  objection 
to  mortgage  security  than  it  is  difficult  <o  liquidate.  But  in 
India  where  default  is  common  it  might  well  prove  a  great 
embarrassment.  India  will  therefore  be  well  advised  not  to 
adopt  this  feature  of  the  German  system. 

13.  In  Germany,  as  in  India,  it  is  a  general  principle  that 
g^^,^.gg  not  a  penny   may   be   lent   without   securi- 
ty.    To   this   rule   the   province  of   Saxony 

is  a  partial  exception,  but  as  will  be  seen  later  ^  conditions 
there  are  special.  In  Italy  security  is  either  not  taken  at  all 
or  only  for  loans  above  a  fixed  amount.  Ireland,  on  the 
other  hand,  follows  Germany.  The  commonest  form  of  security 
is  the  surety.  One  good  surety  is  sufficient,  but  two  are  con- 
sidered better  as  one  may  die.  In  Saxony,  as  in  the  Punjab, 
only  members  are  accepted  as  sureties,  but  elsewhere  in  Ger- 
many there  appears  to  be  no  objection  to  the  non-member 
surety,  provided  he  belongs  to  the  same  village  and  is  well- 
known.'*  Besides  personal  and  mortgage  security,  scrip  and  in- 
surance policies  will  also  be  accepted,  but  much  less  frequently 
than  in  the  other  two  cases. 

14.  In  India  the  oldest  village  bank  is  only  14  or  15  years 
BuUerScciet  ^^^"     ^^  Germany  there   are  societies  that 

have  kept  their  jubilee.  One  of  these  founded 
in  1869  I  saw  at  Buller,  a  small  village  in  the  upland  country  of 
the  Hhineland  overlooking  the  beautiful  wooded  valley  of  the 
Ahr.  In  51  years  it  has  only  had  two  presidents,  father  and  son, 
and  two^  Secretaries.  The  present  Secretary,  who  has  been  so  for 
40  years,  is  a  good  type  of  peasant  proprietor.  He  gave  me  most 
of  the  following  particulars  which  I  repeat  as  they  illustrate  a 
numbei-  of  small  points  connected  with  the  working  of  village 
banks. 

1  Paragraph  16. 

'  Under  the  model   bye-law   of  the  Raiffeisen   Federation  caembers    of  committee  and  the 
Secretary  may  only  act  as  sureties  with  the  sanction  of  the  Board  of  Supervisioa. 
»   The  Secretary  i«  always  Treasurer  as  well  and  gives  securiiy. 
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The  society  was  started  to  counteract  the  influence  of  the  Jew& 

(a)  The  Usurer  ^^^^  ^^^^  ^^  ^^^  cattlc  to  the  villagers  at 

extortionate  prices.  Promissory  notes  would 
he  taken  instead  of  cash  to  get  the  people  into  their  clutches,  a 
device  sufficiently  familiar  to  the  Punjab.  Another  device,  by 
which  cattle  could  be  fattened  for  nothing,  was  to  sell  them  when 
in  bad  condition  to  an  impoverished  cultivator  and  then  a  year  or 
two  later,  when  the  latter  could  not  pay  his  debts,  to  have  them 
attached  for  default.  Or  when  land  had  to  be  auctioned,  the 
moneylender  would  step  in  as  auctioneer  and  take  5  or  10  per  cent, 
of  the  price.  These  methods  were  common  enough  in  the  old  days, 
but  Co-operation  has  killed  them  just  as  now  in  India  it  is  slowly 
but  surely  doing  the  same. 

The  society  has  148  members  who  except  for  a  few  artisans  are 
•J.  gjj^^  ^  all  small  proprietors,  for  the  most  part  culti- 

vating on  their  10  or  12-acre  holdings  wheat,, 
potatoes,  oats  and  rye.  Each  member  takes  a  share  of  100  marks,^ 
and  as  liability  is  unlimited  only  one  share  may  be  taken.  The 
value  of  the  share  before  the  war  was  higher  than  what  Eaiffeisen 
and  his  Federation  would  have  approved.  This  society,  however, 
belongs  to  the  rival  Imperial  Eederation  which  has  always  been 
in  favour  of  substantia?  shares.  This  is  one  of  the  minor  points 
of  difference  between  the  two  Federations  of  which  more  will  b& 
said  in  the  next  chapter. 

Loans  are  made  at  the  moderate  rate  of  4|  per  cent.    This  or 
( )  i^^  j^g  5  per  cent,  is  the  usual  rate  for  village  banks 

throughout  Germany.  A  few  will  charge  as 
little  as  4  per  cent.,  a  few  more  as  much  as  5^  per  cent.,  but  these 
are  outside  rates.  Rates  have  not  changed  much  since  the  move- 
ment started.  In  1879  for  instance  the  average  rate  was  not  more 
than  6|  per  cent.  Now  that  money  is  dear  it  may  be  necessary 
to  raise  them  again'.  Meanwhile  a  member  of  a  village  bank 
can  easily  borrow  at  IJ  to  2  per  cent,  cheaper  than  Government 
and  at  nearly  3  per  cent,  cheaper  than  if  he  dealt  with  a  commer- 
cial bank.  Loans  in  Germany  tend  to  be  substantially  larger  than 
in  the  Punjab.  To  guard  against  excessive  advances,  the  maxi» 
mum  amounts  that  may  be   given  to  a  single  member  by  the 

*  Wcrtb  £5  before  the  war,  now  10  shillings. 

*  Before  tho  war  the  Raiffesen  Federation  credit  societies  mostly  had  shares  of  only  10  or 
20  marks  (10  or  20  shillings).  Now,  owing  to  the  depreciation  of  the  mark,  shares  of  60  to  100 
marks  are  recommended.  For  their  societies  the  Imperial  Federation  recommends  shares  of  30O 
to  COO  marks. 

As  a  resnlt  of  ira«ll  shares  the  proparion  of  ownod  to  b'>rrowed  capital  is  very  low.  In 
192C  for  1S,658  bank*  it  was  less  than  8  per  cent,  (total  liabilities  were  7.362  million  marks, 
shares  and  reserre  184  millions).  Unt  it  must  be  remembered  that  »iffn6«rj' deposits  form  the 
bnik  of  the  amoant  borrowed  and  that  no  money  '  lias '  better. 

*  This  is  already  being  done  in  the  Province  of  Saxony  where  the  maximum  rate  is  now  6- 
pereent. 
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committee  without  the  sanction  of  the  Board  of  Supervision,  andby^ 
the  latter  without  the  sanction  of  the  General  Assembly  are  fixed 
once  a  year  in  general  meeting.  These  limits  vary  much  from 
society  to  society.  In  one  bank  I  visited  the  committee's  limit 
was  £100,  in  another  only  £7  :  10. 

BuUer  Society  has  £3,000  of  deposits.^   Por  this  it  pays  from. 

(d)  Deposit  Rates  ^i  ^^  ^*  P^^  ^^^*-  accordiug  as  the  money  is 

at  call  or  on  deposit  for  a  fixed  period.  It 
is  considered  quite  safe  in  Germany  to  give  a  high  rate  for  a 
deposit  at  call,  for  it  is  usually  found  to  be  good  "  lying  "  money. 
This  has  doubtless  helped  to  popularise  the  habit  of  depositing, 
and  might  be  tried  in  our  better  class  village  banks  with  the  pro- 
viso, which  all  Ensrlish  banks  make  but  hardly  ever  enforce,  that 
if  necessary  1^  days'  notice  must  be  given.  There  are,  I  think, 
many  cultivators  who  might  be  persuaded  to  deposit  at  call,  but 
who  could  never  be  induced  to  deposit  for  six  months  or  a  year.' 

Paying  for  deposits  at  3|  per  cent,   and   lending  at  4^   per 
, .  Tu     .    -  „  ,  cent,  leaves  a  very  narrow  margin  for  expen- 

(e)  Margjn  of  Eates.  ^,  .        .  ,  •^         ,       •    .-  £       ^^     r^ 

ses.  This  IS  characteristic  oi  all  German 
village  banks  and  in  marked  contrast  to  the  common  Indian 
margin  of  3  or  4  per  cent.  The  latter,  however,  often  serves  the 
important  double  purpose  of  building  up  a  strong  reserve  and 
rapidly  making  a  society  financially  independent.  Italy  and 
Ireland  stand  midway  between  the  two  countries,  about  JL  per 
cent,  being  paid  for  deposits  and  6^  per  cent,  for  loans."  In  Ger- 
many a  narrow  margin  has  been  adopted,  partly  in  the  interests 
of  members  and  partly  to  meet  the  keen  competition  of  the  local 
district  savings  banks,  but  now  a  minimum  margin  of  1  to  Ij 
per  cent,  is  recommended,  not  only  to  cover  the  rise  in  the  cost 
of  management  due  to  the  war,  but  also  to  enable  societies  to- 
♦strengthen  their  reserves  against  the  uncertainties  of  the  future. 
In  40  years  no  one  in  Buller  Society  has  been  expelled, 
m  Defaulters  ^^^  ^^^  ^^^  defaulter  had  to  be   sued.     This^ 

illustrates  the  greatest  difference  between 
German  and  Indian  practice.  The  gravest  defect  in  our  Indian 
societies  is  the  number  of  defaulters.  In  Germany  default  on  a 
serious  scale  is  rare,  and  though  I  saw  15  village  banks  chosen 
at  random,  I  came  across  no  case  at  all  resembling  in  this 
respect  our  C  and  D  societies.  This  pai-tly  explains  why 
German  village  banks  can  work  upon  so  much  narrower  a  margin. 

^  600,000  marks. 

*Mr.  H,  W.  Wolff  btates  (Co'operation  in  India,  page  158)  that  sfter  stndyiog  Savings  Bank* 
at  bene  and  abroad  be  foiiiid  tbat  '  tbe  most  snccesEfnl  were  tboee  wliich,  whether  bargaining  for 
notice  or  not,  as  a  mattpr  cf  fact  paid  withont  notice  or  cntting  it  as  short  as  conld  be. ' 

'Id  Italy  wbeii  Eccieties   kave  to   woik  on  loans  (not  deposits)  members  may  be  charged  s» 
iBQcb  te  8  or  s^  per  cent. 


28 

•of  profit  than  Indian.  As  long  as  the  standard  of  repayment 
in  India  continues  low  this  difference  must  continue  ;  and,  what 
is  more  serious,  India  cannot  possibly  hope  to  rival  the  achieve- 
ments of  Germany  in  the  other  fields  of  Oo-operation,  for  punctu- 
ality of  repayment  lies  at  the  root  of  modern  business. 

It  only  remains  to  add  in  regard  to  Buller  that  in  1919   the 
, ,  ^       ,  n,  ..  Committee  met  four  times,  the  Board  of  Su- 

(9)  General  Meetings.  ,   .  ,      .  j  i.i       /-i  i       a  i.i 

pervision  twice  and  the  General  Assembly 
once.  This  is  below  the  average.  The  committee  of  a  village  bank 
will  generally  meet  at  least  once  a  month,  the  board  of  supervision 
once  a  quarter  and  the  General  Assembly  once  or  twice  a  year. 
In  Buller  interest  is  slackening  as  the  society  is  less  needed  than 
it  was.  At  the  first  general  meeting  held  in  1869  a  resolution 
was  passed  that  members  absent  from  a  general  meeting  without 
excuse  should  pay  a  fine  of  three  peace.  An  appreciable  number 
of  societies  have  a  rule  of  this  kind  and  some  are  even  said  to 
enforce  it.  But  in  this  case,  as  probably  in  most,  the  rule  never 
went  beyond  a  threat.  Some  societies  attract  members  to  their 
general  meetings  by  providing  refreshment  or  holding  lotteries 
in  wliich  the  prizes  are  agricultural  implements,  a  rake,  a  hoe, 
and  the  like.  The  latter  were  very  popular  in  the  Rhineland 
before  the  war,  and  in  one  society  I  saw  £750  had  beec  spent 
in  this  way.  But  so  much  has  been  lost  over  the  War  Loans 
-that  they  have  had  to  be  given  up. 

As  a  whole  I  received  the  impression  that  in  Germany  the 
general  meeting  plays  a  less  important  part  than  in  the  Punjab 
where  half  a  dozen  meetings  a  year  are  not  uncommon.  This  is 
one  of  the  points  in  which  perhaps  we  stand  nearer  Raiffeisen 
and  his  teaching  than  the  Germans  themselves,  and  it  is 
matter  for  congratulation,  as  there  is  no  better  way  of  infusing 
the  co-operative  spirit  than  by  frequent  general  meetings.  It 
is  an  advantage  to  the  Punjab  that  societies  there  are  much  smaller 
than  in  Germany.  The  average  membership  in  the  two  cases 
is  respectively  27  and  99,^  and  it  is  obviously  easier  to  get  27 
members  together  than  nearly  100.  In  India  the  absence  of 
a  board  of  supervision,  which  every  German  society  has 
under  law,  makes  a  close  control  by  the  General  Assembly 
indispensable. 

15.     Women  are  now  allowed  to   vote  at   general   meetings, 

Wonuin'B  R-  htt  ^^^  ^^^®  ^^  ^  Comparatively  recent  hinovation. 

Oman  b    >g     o  vo  e.      ^^^  ^^^  German  ideal  which   taught  woman 

to  care  or.ly  for  children,  kitchen,  church  and  Kaiser  has  had  to 
be  modified.  During  the  war,  when  almost  the  whole  manhood 
•of  the  country   was   mobilized,   many  societies   were  only  kept 

*  In  1910,    16663  vilUg*  l>aoks  (for    which    figures    are  available)  bad  1650757  members. 
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going  by  women,  and  the  work  was  often  so  well  done  that  many" 
have  been  retained  as  secretaries.  It  is  therefore  impossible  any 
longer  to  exclude  them  from  general  meetings,  and  even  the- 
conservative  Eaiffeisen  Federation  has  been  obliged  to  concede 
the  vote.  It  will  doubtless  be  some  time  before  India  can  follow^ 
this  example,  but  it  is  significant  that  the  latest  report  for  the 
Punjab  speaks  of  a  society  of  peasant  proprietors  which  has  a 
widow  for  its  president. 

16.     The  foundation  of   RaifFeisen's   edifice   wa^j-  unlimited 
.  '    „  liability,  a  principle   that   has   been^  almost 

Limited   Liability   Socie-  .  njrni         i,  ,• 

ties.  universally  lollowed   wherever   co-operative 

(a)  Pomerania and  Saxonj.  village  banks  havc  been  started.  In  Italy 
for  instance  less  than  100  societies  have  limited  liability.  In  two 
provinces  of  Prussia,  however,  Pomerania  and  Saxony,  limited  lia- 
bility  has  been  adopted.  The  main  reason  for  this  is  the  pre- 
sence in  these  two  provinces  of  the  landlord.^  On  the  one  side 
the  landlord  is  unwilling  to  pledge  all  his  property  because  he  has 
so  much,  and  on  the  other  the  peasant  proprietor  is  equally 
reluctant,  fearing  that  the  default  of  one  or  two  landlords 
may  involve  him  in  the  loss  of  everything.  If  both  are 
to  join  together  in  one  society  limited  liability  may  be 
necessary.  Dr.  Eabe,  a  well-known  authority  in  Saxony,, 
considers  that  the  difference  between  the  two  forms  of  lia- 
bility is  mainly  theoretical.  At  Berlin  authority  was  un- 
animously in  favour  of  unlimited  liability.  At  the  same  time  it 
had  no  definite  fault  to  find  with  the  societies  of  Pomerania  and 
Saxony.  My  own  impression,  formed  from  a  brief  visit  to 
Saxony,  is  that,  though  special  circumstances  may  render  limited 
liability  necessary,  it  is  less  favourable  to  the  Co-operative  spirit. 
Large  rather  than  small  areas  are  the  tendency,  and  that  means 
a  less  corporate  spirit  and  heavier  work  for  the  management. 
The  result  of  the  one  will  be  poorly  attended  general  meetings 
and  of  the  other  paid  instead  of  honorary  work.  The  landlord  too 
needing  Co-operation  less  than  the  peasant  proprietor,  will  prob- 
ably take  less  interest  in  the  society.  Broadly  speaking,  it  may,  I 
think,  be  said  that  the  material  aspects  of  Co-operation  tend  to 
receive  more  attention  than  the  moral.  A  good  example  of  this  is 
the  very  un-co-operative  habit  of  charging  compound  interest 
which  I  did  not  come  across  anywhere  else  in  village  banks. 
Financially,  the  weakness  of  limited  liability  has  been: 
Their  financial  ^^^ught  out  by  the  hcavy  depreciation  in 
weakness'"^  "*"'''*     Govemmeut  securities.    Large  contributions 

to  the  different  war    loans  have  been  made 
by  village  banks.  Ihe  losses  on  this  now  run  into  several  hundred 

*  In  S«xony  in  1907,  69  per  cent,  of  the  cultivated  area  was  in  holdhigs  of  50  acres  or  more. 
For  the  whole  of  Pressiathe  corresponding  percentage  is  onlj  23. 
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Tnillion  marks,  and  80  per  cent,  of  the  societies  are  affected.* 
In  Bavaria  alone  3,000  societies  have  lost  42  millions.  Societies 
with  unlimited  liability  are  obliged  to  build  up  large  reserves  to 
protect  their  members  against  the  enforcement  of  their  liability, 
and  are  consequently  in  a  better  position  to  meet  a  loss  of  this 
kind  than  limited  liability  societies,  which  tend  to  dissipate  their 
profits  in  dividends  upon  the  large  share  capital  that  they  usually 
maintain.  Some  of  these  societies  would  have  found  themselves 
in  a  very  awkward  position  but  for  an  ordinance  which  allows 
only  1  per  cent,  to  be  written  down  yearly.  In  Bavaria,  in  spite 
of  the  heavy  loss,  no  advantage  appears  to  have  been  taken  of 
i^his  concession.  No  better  instance  could  be  given  of  the  finan- 
cial strength  of  the  German  village  bank  and  of  the  general 
soundness  of  their  management.  Even .  in  England  there  are 
many  companies  that  have  not  seen  their  way  to  write  down  the 
much  smaller  depreciation  of  English  war  loan  securities. 

If,  however,  unlimited  liability  is  a  source  of  strength  to  a 
society,  it  can  undoubtedly  be   a  danger  to 
W^ear    of    Unlimited     its  members.     In  1919,  and  the  dread  is  not 
*  "  ^*  wholly  past,  many  thought  that  the  German 

Government  would  go  bankrupt  and  repudiate  its  debt.  Had 
this  happened,  many  societies  would  have  been  compelled  to 
enforce  the  unlimited  liability  of  their  members.  The  fear  of 
this  and  the  general  uncertainty  of  the  times  have  led  many 
co-operators  to  question  the  advantage  of  unlimited  liability,  and 
some  societies  have  gone  so  far  as  to  convert  themselves  from  the 
one  form  into  the  other.  This  tendency  is  also  to  be  observed 
in  Italy,  where  the  cultivator  has  become  so  prosperous  that  he 
is  no  longer  willing  to  pledge  all  that  he  has.  But  in  neither 
country  is  it  very  marked,  and  in  Germany  nine  out  of  ten  village 
banks  still  have  unlimited  liability.  Opinion  too,  outside  Saxony 
and  Pomerania,  is  agreed  that  in  a  village  bank  liability  should 
be  unlimited,  just  as  in  a  trading  society  it  should  be  the 
reyerse. 

17.     I  saw  two  credit    societies  in   Saxony  and  a  few  points 

about   them  are   worth  mentioning.     Both 

Socirrtes  ^^°''**'^    Liability     had  large  arcas,  one  including  ten  different 

places  in  a  thickly  populated  neighbourhood 
and  the  other  covering  a  radius  of  12  miles.  The  larger  of  the 
two  had  330  members,  all  landowners,  and  combined  sale  and 
supply  with  credit.  It  owned  a  roomy  warehouse  built  on  a 
railway  siding  where  it  stored  its  goods  for  supply  and  its  produce 
for  sale.     It  had  also  a  branch   warehouse   in  the  district.     The 

»  In  the  RsiffeiMD  Feder«tion    900  village  banki  invested  jver  £6,000  eaob,  and  the  total 
inTettment  of  4,480  societies  amount  to  20  per  eenU  of  thoir  total  liabilities. 


most  characteristic  feature  of  the  other  society  was  the  variety 
of  its  merabership.  There  were  39  landowners  with  properties 
of  all  sizes  up  to  75 )  acres,  and  in  addition  a  pleasant  medley  of 
market- gardeners,  priests,  shopkeepers,  butchers,  blacksmiths, 
cartwrights,  shoemakers,  and  barbers ;  also  a  doctor,  teacher, 
factory  owner,  merchant,  shop  assistant,  builder,  i-ailwayman, 
locksmith  and  policeman,  in  all  75  members.  So  great  a  variety 
is  exceptional,  but  it  is  more  likely  to  be  found  with  limited  than 
with  unlimited  liability. 

In  both  societies  shares  were   only  20  marks,   but  each  share 
carried  a  liability   of  200   marks.     The   ten- 
(o)    npai     la  i  ity.         dcucv    uow    is    agaiust     a    large     unpaid 
liability.     Four   or     five   times     the   amount   of     the    share   is 
usually  considered  ample.     But  few  of  the   banking   authorities^ 
I  consulted  were   prepared   to  lay    down   a  fixed  ratio.     Most 
agreed  that  each  case  must  be  decided  on  its  merits,  and  that  the 
principle,  to  be  followed  in  every  form  of  society  was  that   mem- 
bers'  resources   should   be   more   than   sufficient  to  cover  their 
liability  ;  and  in  this  connection  it  should   be    remembered   that 
*  a  man  is  good  security  to  a  bank  for  a  portion  only  of  what   he 
is  worth.  '1 

Loans  are   made   without   security   up    to  J  of  a  member's 

^^^  liability.     This   is   the   rule   in  Saxony  and 

^  ^  ^  not  one  to  be   copied  in   India.     Credit  is 

freely   given  beyond    this   limit,   but  in  that  case  ther»  must  be 

security.     In  the  smaller  of  the  two  societies   only   one   member 

had  been  sued  in  12  years. 

Iji  both  societies  the  Secretary  is  paid  and   is   on  the  com- 
mittee.     It   is   only  in   Bavaria  and  in  the 
ere  ry.  socicties  affiliated  to  the   Raiffeisen   Federa- 

tion that  this  is  not  the  case.     Our  practice  in  the  Punjab  tallies 
with  the  latter  and  is,  I  think,  sound.^ 

A  remarkable  feature  of  the  smaller   society   is   that   every 
^.x^v^  :..  .        X      member   has  a  cash   credit  account  and  a 

{d)  Cash  Credit  Aceonnti.         ,  ,-,  „,..  •.^•1-1 

cheque  book.  Ihis  is  a  point  ot  develop- 
ment which  few  village  banks  have  reached.  In  Italy  for  in- 
stance cash  credit  accounts  are  hardly  used  at  all,  and  in  the 
smaller  German  societies  not  more  than  10  per  cent,  of  the 
members  will  have  them.  In  the  larger  societies,  especially 
those  in  industrial  areas,  the  average  proportion  will  be  20  or  30 
per  cent.^     Few  of  the   smaller  peasant  jH-oprietors   understand 

*  Rae's  Country    Banker;   «ee  al80  Appendix  (c). 

«  In  Italy  practice  varies.  In  the  Wellembourg  bonks  the  secretary  U  paid  and  thei«- 
fore  not  on  the  committee.  In  the  Catholic  societiea  he  is  a  member  but  U  often  unpaid,  in  which 
CAM  there  is  no  objection 

*  The  Ratffeisen  Federatitn  statistics  for  1918  show  that  oat  of  nearly  500,000  members 
20  per  cent,  hdd  cash  credit  accoants. 
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the  cash  credit  account,  but  there  is  a  marked  tendency  at  pre' 
sent  to  develop  its  use,  and  in  urban  banking,  both  in  England 
and  Germany,  it  has  now  become  the  chief  medium  of  business.* 
It  is  an  obvious  commercial  convenience  and  entirely  unobjec* 
tionable  when  there  is  a  good  business  habit ;  but  where,  as  in 
India,  habits  are  lax  and  men  improvident,  it  should  only  be  in- 
troduced with  caution,  for  it  deprives  the  society  of  all  control 
over  its  members'  expenditure.  ^ 

18.  All  through  this  chapter   the   German   "  Savings   and 
Different     T   es       f    ^^^^^  Bank  "  has  bccu  spoken  of  as   a  vil- 

*>iiiage  Banks. '  ^  lagc  bank.     This  has  been  done  because  most 

of  them  are  nothing  else.  But  it  should  be 
remembered  that  a  certain  proportion  are  in  small  industrial 
centres  or  in  villages  so  large  as  to  be  nearly  towns.  I  saw  one 
for  instance  in  a  townlet  of  2,500  inhabitants  which  had  20 
factories.  Its  president  was  a  butcher  and  it  included  proprietors, 
petty  officials  and  artisans.  Another  with  350  members  and 
deposits  of  over  2  million  marks  was  in  a  small  watering  place 
and  half  the  hotel-keepers  were  members  of  it.  Both  these 
societies  more  nearly  resembled  the  urban  bank,  which  will  be 
described  later,^  than  the  type  of  village  bank  with  which  we 
are  familiar  in  India. 

19.  Before   closing   this   account   of  village  banks    some 
j^^j         ^  further  mention  must  be  made  of  Italy   and 

*  ^"  *  Ireland.  About  Italy  there  is  little  material 
to  add.  In  the  North  organization  has  been  entirely  spontaneous, 
but  in  the  Southern  half  of  the  peninsula  private  effort  has  been 
feebler,  and  special  laws  dealing  with  agricultural  credit  have 
had  to  be  passed.  The  Casse  E/urali,  as  the  village  banks  are 
called  in  Italy,  fall  into  two  groups,  the  Catholic  organisation 
with  2,250  societies  and. the  Wollembourg  Federation  with  460.* 
The  Catholic  societies  are  said  to  be  organised  into  57  Audit 
Unions,  but  in  Italy  all  organisation  is  loose  and  most  of  it 
new.  Both  groups  closely  resemble  the  Raiffeisen  societies  in 
Germany.  The  main  points  of  difference,  most  of  which  have 
already  been  noted,  may  be  summed  up  as  follows  : — 

(1)  In   Italy  there   are  no  shares,  whereas  in  Germany 
every  society  must  have  a  share  under  law. 

>  In  Bav*riaa  cash  credit  accoant  is  sanctioned  in  the  first  instance  for  a  year.  It  it  then 
allowed  to  ran  on  iudefinitcly  and  the  responsibility  of  the  soreciss  continues  accordingly,  nntil 
notice  is  given— cf.  also  pai'agraphs  188  (g)  and  143  (6), 

*  Mr.  Wolff  is  emphatically  opposed  to  it  for  India  describing  it  as  '  a  most  risky  busi-^ 
neM arowedly  done  to  lave  triable,'  Bengal  Co-operative  Journal,  May  1918. 

»  Chapter  II. 

«  The  first  was  fonnded  at  Loreggia  (near  Verona)  in  1883. 
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<(2)  In  the  Catholic  societies  no  security  is  taken. and  in 
the  others  only  for  the  larger  loans.  Mortgage 
security  is  avoided  as  it  is  difficult  to  liquidate. 

(3)  Interest  rates  are  higher  than  in  Germany,  occasion- 
ally  touching  8.|  per  cent.  The  margin  between  the 
borrowing  and  the  lending  rate  is  also  higher,  being 
2  to  2  J  per  cent. 

(4)  Cash  Credit  accounts  are  seldom,  if  ever,  used. 

(5)  Banking  and  supply  are  combined  as  in  Germany  but 

co-operative  sale  is  rare. 

(6)  The  Catholic  societies  have  a  confessional  basis,  for  no 

one  but  a  Catholic  may  be  a  member.^ 

In  a  country  where  religion  and  politics   are   closely  allied 
^his  is  an  important  difference.     The  Wollembourg  banks  on  the 
other  hand  are  neutral  and,  like   the  Raiffeisen   societies  in   Ger- 
many, seek  merely  to   emphasise  the  common  ties   of  Christian 
"fellowship. 

20.     Like   Italy,    Ireland  too  has   adopted  the   Raiffeisen. 
system  and   there   are  not  many  distinctive 
"'*°  features   to  be   noted.     Loans   as   a  whole 

are  for  smaller  amounts  than  in  Germany  and  for  shorter  periods 
jiot  usually  exceeding  a  year.     Unlike  the  Punjab  a  second  loan 
cannot  be  had  till  ths  first  is  repaid.     There  are,   however,  means 
of  evading  this.     Two   sureties  are   required  for  each   loan,   but 
•in  spite  of  this  loans  are  not   always   properly  applied  nor  are 
repayments  always    genuine.     5    to   7     per  cent,   is     charged 
for   loans  and   about   4   per     cent,     paid   for     deposits,     which 
-are  usually   at   call   subject    to  a  month's     notice.      If   depo- 
sits   are    insufficient    an    overdraft,    guaranteed    jointly     and 
severally  by  the  committee,  is  obtained  from  the  local  joint  stock 
•bank.    As  in  the  Punjab,  this  guarantee  is  sometimes  found  to  ba. 
an  embarrassment,  as  a  guarantor  cannot  easily   be  removed  from 
the  committee.     General  meetings  are  only  held  once  a  year  and 
attendance  is  poor.  In  the  three  societies  I  visited  it  averaged  less 
than  10  per  cent,  of  the  whole.     This   is   one   reason   why  these 
credit  societies  in  Ireland  have  gone  downhill.^  Yet  that  members 
have  reason  to  be  grateful  to  these  societies  is  shown  by  a  case  I 
came  across  of  a  tenant  with  a  1 2-acre  farm   who  ten   years  ago 
owed  £70  and  now  has  a  deposit  of  £700. 

»  This  does  not  apply  to  other  forms  of  Catholic  co-operatire  societies. 

•  "  The  members  d )  not  attead  aaaaal    meetiog?  and    in  course  of  time  forget  they  ar«  • 
Society."— JBc«cf  B»$ine$t,  February  1917. 
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'  21.     Considering  the  importance  and   the  rapid  progress   of 
w   »  .  P  *  1  I,   1,     village  banks  in  Germany,   it  is   matter  for 

Want  of  Ctutral    Banks  ^  j.i     i.  •      xj_   i        j.i  •   t       ^i 

in  Italy  and  Ireland.  regret  that  in  Italy  tney  are  virtually  at   a 

standstill  and  in  Ireland  actually   declining. 
Of  the  100  or  so  ttat  remain  in  the  latter  only  half  are   said  to  be 
vigorously    active.      Both   in   Italy  and    in  Ireland  the   same 
cause   has  been    at   work.     Superficially   it  appears  to  be   due 
to  the  prosperity  of  the   farmer  who  no  longer   needs  to   borrow. 
But  the    real  reason     is  the   lack   of    central   banks   and    the 
consequent  failure    to  encourage   thrift.^      As  was  pointed   out 
in  the  earlier  part  of    this  chapter,^  thanks  to  an     admirable 
system  of  central   banks,   the   village   banks  in   Germany   have 
been  able  to  act  as   suckers  and  to   draw  in   the   wealth  of  the 
country-side,   which   has   been   freely   used  to  finance  the  other 
branches  of  the  co-operative  movement.   In  Italy  there  are  many 
hundred  non-credit  societies  in   need  of   capital,   and   in  Ireland 
last  year   the  Agricultural   Wholesale  Society  was   in   the   same 
plight.    In   both  countries   capital   is  probably   available,    but 
there  is  no  organisation  to  attract  it  to  where  it  is  wanted.     It  is 
only  recently  that  the  Catholics  have   started  a   central   bank  at 
Milan,  but  it  is  not  yet  in  touch   with   the    village   banks,   nor 
perhaps  does  it   fully   realise  their  possibilities.^     In    Ireland  the 
effort  to  found  a  central  bank  failed.  The  result  is  that  the  village^ 
bank  is  being  allowed  to   die   a  natural  death,  and    th«   less  at- 
tractive,  because   more   commercial    General  Purposes  Society  is 
being  erected  in   its  stead.*     India  may   well   congratulate  itself 
that  it  has  followed  Germany  in  spreading  a  retwork    of   central 
banks  over  the  whole  country.     If  only   the   habit   of   depositing 
can  be  taught,  the  future  of  her  village  banks  should  be  assured. 

22,    It  is  clear  that,  with  the   example   of   Germany  before 
,„.     ,.        her,  India  need  not  regret  the  concentration 

Importance  of  Education.  „  ,  «.      .  .ii  i        -i  -n 

01  her  enort  upon  -village  banks.     For  many 
years  and  perhaps  for  as  long  as  Co-operation  endures,  they   must 

»8ince  writing  the  ubove  I  h>ivp  come  acro^8  the  following  passage  in  an  aiticle  by  Mr,  Lionel 
Smitb-Oordon  iu  the  Economo  Review  ^September  it  17)  which  corroborates  the  view  expressed  :  — 

"The  ccmpetition  ef  the  Poit  Office  Savings  Bank,  combined  with  the  habitual  distruft  of 
the  Irish  farmer  for  si.y  llnanri<».l  institution  which  ha<  not  Ooveruoaent  batkiiig,  has  made  it 
wttremeW  difficult  for  nr-ost  of  these  Bocieties  to  obtain  deposits.  As  a  consequence  the  'thrift' 
which  was  so  eeseatial  a  feature  in  the  German  model  has  been  rather  lost  sight  of  in  Ireland, 
and  tbu  agricultural  banks  have  tended  to  become  indeed  'credit  societies'  ratter  than  true 
banks.  The  unfortunate  re*nlt  of  this  is  that  they  do  not  act  as  celloctiag  centres  for  a  central 
tody  as  is  ao  largely  the  case  in  Germany  anil  Ausiria,  and  thus  tbcy  do  nothing  to  reliere  the- 
ebronic  scarcity  of  (apitnl  fro  n  which  the  whole  movement  suffers. 

*  Paragraph  6. 

»  See  paragraph  4S. 

*  Sr«  par»graph  152 
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remain  tbe  foucdation  of  her  co-operative  system.  We  have 
now  reason  to  hope  that  in  time  tliis  system  will  embrace 
m?.ny  millions  of  her  population.  The  foundation  must  therefore 
be  secure.  But  it  is  a  question  whether  a  foundation  can  be 
secure  wl  ich  rests  upcn  the  illiteracy  of  a  continent.  This  vasfc 
illiteracy  is  one  of  the  cardinal  differences  between  India  and 
Germany.  ^  To  most  co-operators  it  is  an  argument  for  schools 
more  schcols  and  still  more  schools.  To  some,  however,  it 
is  a  question  whether  the  primary  school  in  India  really 
educates.  If  this  view  is  correct,  the  only  ultimate 
remedy  is  to  improve  the  schools.  Meanwhile  there  is  one 
school  that  teaches  nothing  but  good,  and  tlat  is  the 
village  bank  itself.  In  this  school  the  qualities  that  the  whole 
wcrld  most  needs  at  present,  industry,  thrift,  self-help  and  mutual 
help,  are  taught  daily  in  their  most  elementary  form,  for  these  are 
the  fundamental  principles  of  Co-operation.  In  Germany  the 
grea' est  stress  is  laid  upon  teaching,  and  throughout  the  country 
short  courses  in  co-operative  theory  and  practice  are  constantly 
held.'  But  so  far  they  have  barely  touched  the  rank  and  file. 
There  are  signs,  however,  that  systematic  effort  will  now  be  made 
to  educate  them.  This  is  significant  in  a  country  which  has  as 
fine  an  educational  system  as  any  in  the  world,  and  for  India 
where  nine  out  of  ten  co-operators  can  neither  read  nor  write  the 
moral  ^'s  obvious.  We  must  educate  our  members  and  educate 
them  ceaselessly,  and  as  it  is  easier  to  educate  a  small  class  thaa 
a  large,  we  shall  be  well  advised  to  keep  our  societies  small.  If 
this  course  is  followed,  India's  foundation  will  be  strong. 


*  Tie  d  fference  is  less  maiked  in  the  ca-e  of  Italy  which  in  1911  had  aa  illiterate   percenta^^e- 
oS378— Zimmern  and  Agrc»ti,  Ifiw  Italy,  page  1 13.     In  the  Pud jah  ^  19^1)  the  percentage  =8  9^ 

•  See  paragraph  C4. 


86 

CHAPTER  II. — Federations  and  Unions. 

23.  I   come  now  to  the    dull,  but  important,   subject  of 

organisation.     In    this     field    Germany   is 
^°  °'^^'  pre-eminent.     In    agriculture    before    the 

war  she  owed  her  superiority  over  England  not  to  better  farming 
but  to  better  organisation,-  and  in  the  kindred  sphere  of  Co- 
opemtion  her  success  has  been  achieved  in  the  same  way.  Her 
organisation  must  therefore  be  described,  but,  as  the  subject  is 
complicated,  I  shall  confine  myself  to  the  agricultural  side  of  the 
movement. 

24.  When  a  village  society  is  formed,  it  is  at  once  affiliated  to 

three  co-operative  organisations,  to  a  Central 
Bank  for  finance,  an  Agricultural  Wholesale 
Society  for  supplies,  and  to  the  local  provincial  Union  for  audit,  in- 
spection and  control.  In  its  turn  the  Union,  with  a  few  exceptions, 
is  affiliated  to  a  national  Federation  at  Berlin.  At  Berlin  there 
are  two  rival  institutions,  the  llaiffeisen  Federation  and  the 
Imperial.  The  former  was  founded  by  Raiffeisen  in  1877  and 
at  the  end  of  1920  embraced  7,192  societies.  The  Imperial 
Federation,  founded  by  Dr.  Haas  in  1883,  is  much  larger, 
and  at  the  end  of  1920  included  21,297  societies  or  two- thirds 
of  all  the  agricultural  co-operative  societies  in  Germany.  For  a 
brief  period  before  the  war  (1905 — 1913)  these  two  federations 
were  amalgamated,  but  union  was  never  real  and,  when  in  1913 
a  personal  question  arose  as  to  the  leadership  of  the  movement, 
they  parted  company.     Since  then  Germany  has  been   shaken  to 

her   foundations,  and  the   need  for  union  is   greater,  than  ever. 

Accordingly  there  is  once  more   a    general  disposition  to   unite. 

But  once  bitten,  twice  shy.     In  1905  union  came  from  above. 

This  time  it  will  have  to  come  from  below. 

The    main   differences  between  the  two     federations   turn 
,  \  ,,  .  T..«  1-      upon  centralisation  and   State    help.     The 

(a)  Mam  Differences    he-       ^  .^   .  -n    i         j.  t  •        xi  i 

■tweenthem.  Kaiiieisen  Federation  worships  the   one   and 

abominates  the  other.  Its  banking  system, 
for  instance,  is  based  upon  a  single  central  bank  at  Berlin, 
which  by  means  of  13  local  branches  operates  throughout  Ger- 
many. The  Imperial  Federation  system  is  totally  different  and 
will  be  described  in  the  next  chapter.'  It  is  entirely  decen- 
tralised and  hinges  at  Berlin  on  a  large  bank,"   with  which  the 

'Middleton,  Beporlint  Becent  Developmentt  of  German  JgricuUur*.  This  view  is,  however, 
■«b»Ucnged  ia  the  Economic  Journal  (September  1917)  by  Mr.  R.  Hatvtrey,  who  attributes 
German  superiority  to  aii  abundant  sapply  jf  cheap  labour. 

•Paragraph  86. 

*The  Prot'iiftn  Central  Co-operative  6ank,"-«ee  paragraph  45. 
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Eaiffeisen  organisation  will  have  nothing  to  do  as  it  is  a  State 
creation.  Recent  developments,  however,  have  done  much  to 
narrow  the  margin  of  difference  between  the  two  federations,  for, 
on  the  one  hand,  the  great  financial  wealiness  of  post-war  Govern- 
ments has  made  apparent  the  danger  of  dependence  upon  them, 
and  on  the  other  the  rapid  increase  in  the  number  of  societies  haa 
made  centralisation  increasingly»difficult.  The  Eaiffeisen  Feder- 
ation, therefore,  is  more  disposed  to  decentralise  and  the  Imperial 
Federation  to  rely  iipon  its  own  resources. 

The  other  differences  between  the   two   federations   are  not 
Chj  Minor  Differences.       important.     Briefly  they  are  as  follows  : — 

(1)  The  Eaiffeisen  Federation  insists  upon  unlimited  lia- 
bility  lor  all  its  village  banks.  The  Imperial  Federation,  while 
agreeing  in  the  general  principle,  allows  its  societies  more  lati- 
tude. 

(2)  In  village  banks  the  Imperial  Federation  favours  large,, 
the  Eaiffeisen  Federation  small  shares,  the  odc  body  aiming  at 
financial  strength  and  the  other  at  the  inclusion  of  the  poorest. 

(3)  In  Eaiffeisen  societies  the  secretary  is  never  on  the 
committee  except  occasionally  in  non-credit  societies  requiring 
expert  control,  and  management  is  more  entirely,  though  not 
exclusively,  honorary. 

25.     It  is  clear  that  none  of  these  differences  is  fundamental, 
\  ,.   ^,  .         J  ,^  .      and   it  may  almost  be  said  that  there  is  now 

Audit    Lnicns  and    their  i  '    ^    t  po  r>        t  '"T 

Rivalries.  uo  csscntial  diiierence  or  policy  or  principle 

between  the  two  federations.  The  great 
obstacle  to  fusion  is  the  number  of  rival  Audit  Unions.  It  was  ex- 
plained above  that,  when  a  village  society  is  formed,  it  is  forthwith 
affiliated  to  the  local  Audit  Union,  which  in  its  turn  is  generally 
affiliated  to  one  or  other  of  the  two  national  Federations  at  Berlin.* 
These  local  Audit  Unions  are  to  be  found  throughout  Germany, 
often  side  by  side  in  rivalry  which  is  not  always  friendly.  Out  of 
the  13  provinces  of  Prussia  only  two  have  a  single  Union.^  The 
Ehineland  has  no  less  than  four,  and  Bavaria  has  the  ^  same 
number.  Altogether  there  are  fifty  Audit  Unions  for  agricultural 
co-operative  societies,  of  which  ]  3  are  affiliated  to  the  Eaiffeisen 
Federation  and  ? 7  to  the  Imperial.  The  remaining  10  are 
independent  and  of  no   great     importance." 

'In  German   the  same   wtrd    '  verband  '     is    used  for   both  federation  and  audit  union,  a» 
the  functions  of  hcth  me  similar,  the  n  ain  differerce  being  that  a  federation  operates  throughout, 
Gem  any  and  a  Union  in  a  much  emallcr  area.  Mr.  Cahill  distinguiflhed  thtm  by  difEerent  naueft 
.snd  I  follow  him  ai  it  is  clearer. 
*Wesfpl  alia  and  Hanover. 
'Five  hare  less  than  100  societios. 

d2 
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Though  it  has  stimulated  competition  it  is  now  admitted  to 
1)6  a  djsad vantage  to  have  more  than  a  single  Union  working  in 
the  same  area.  In  one  village  I  visited  there  were  as  many  as 
6  societies  affiliated  to  three  different  Unions,  and  they  includ- 
ed rival  basket  societies  as  well  as  rival  banks.  This  of  course 
is  expensive  in  control  and  occasionally,  too,  in  temper.  On  one 
occasion,  when  feeling  ran  high  between  two  of  the  three  Unions, 
the  members  of  the  opposing  parties  attended  general  meetings 
armed  with  knives.  A  co-operator  who  is  president  of  two  socie- 
ties in  the  village,  and  manager  of  a  third,  each  of  which  belongs 
to  a  different  Union,  remarked  that  his  position  at  the  time  was  one 
of  great  delicacy.  This  instance  is  of  course  an  extreme  case,  but 
it  shows  the  dangers  of  a  divided  house.  These  are  now  realised 
and  a  more  co-operative  spirit  is  in  the  air.  In  Brandenburg 
and  Silesia  the  local  Unions  have  set  up  joint  committees  to 
decide  common  policy  and  deal  with  matters  of  general  interest, 
and  in  the  Rhiaeland  three  of  the  four  Unions  have  combined  to 
form  a  joint  agricultural  wholesale  society  for  the  whole 
province.^  These  are  promising  sign^  and  encourage  the  hope 
that  the  two  natioual  federations  will  eventually  amalgamate. 

26.  Even  when  this  occurs  there  will  still  remain  the  formid- 
„  .        .    .    .   „     ,     able  problem  of  uniting  uiban  and  aericul- 

Union      of    Agricultural       j  i  V,  *      x-         •  •      x-  -rr- 

«iid  Urban  Orgauisations.       tural  Oo-op^ratiou  in  onc  Organisation.     W  e 

have  already  seen  that  in  addition  to  the  two 
agricultural  bodies  there  are  two  national  urban  federations,  one  at 
Hamburg  for  consumer  societies  and  the  other  at  Berlia  for  urban 
banks  and  industrial  societies.^  It  is  significant  of  the  tendency  of 
the  time  that  in  1916  a  joint  consultative  committee  called  the 
*'Freier  Auschuss  '*  was  formed  by  the  four  national  federations 
to  protect  and  further  their  common  interests.  The  committee, 
which  meets  once  or  twice  a  month,  is  entirely  informal  and  has 
no  legal  existence  or  executive  authority,  but  it  forms  a  useful 
plank  bridge  between  the  four  federations  and  m^y  in  time 
develop  into  something  more  substantial.  !  , 

27.  Co-operators  in  Inflia  may     congratulate    themselves 
,  ,,  ,    ,     ,  that  State  control   has   ffiven   each  province 

Inaii'a  advantage.  t«ii  i-ii-i  j.  j.-         -i 

an  undivided,  and  indeed  almost  a  national, 
organisation.  Not  only  are  there  no  competing  elements  in  the 
field  of  agricultural  co-operation,  but  urban  and  rural  societies 
are  everywhere  united  in  the  same  federation  or  union.  This 
is  partly  due  to  the  small  number  of  urban  societie?,  and  it  is 
significaut  that  in  one  province,  where  they  are  incr3asing 
fast,  there  are  signs    of   separatist  tendencies.     This    should  be 

'Desorlbcd  in  paragraph  58. 

•See  Introduction,  paragraph  7.  »^ 
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•setrongly  discouraged,  for  India  has  no    greater  advantage  thaa 
-the  close  alliance  of  town  and  country  in  her  movement.     So  far 
.as  I  know,  it  is  an  advantage  denied  to  every  important  country 
in  Europe. 

28.     Some   details  must  now  be  given  of  the  working  of  the 

^.    .      f  x^-D-      German  organisation.     More  will  be  said   of 

•#«ig«n*Feder*ticn.    '"    *"     the  Raiffciscn  than  of  the  Imperial  Federation 

system,  for  though  the  Imperial  is  larger  the 
.  Raiffeisen  is  better  organised  and  consequently  more  efficient.^ 
Nothing  could  be  better  than  the  constitution  of  its  national 
Federation  at  Berlin,  and  though  few  things  are  duller  than 
constitutions,  this  one  deserves  attention  if  only  for  its  ingenuity 
in  adjusting  the  ever  conflicting  claims  of  democracy  and 
efficiency.     Membership  is  confined  to  — 

(a)  local  unions  (13), 

(h)  central  societies  for  banking  and  trade  (12),  and 

{c)  primary  societies  of  every  description,*  provided 
they  are  affiliated  to  their  local  unions.  At  the 
end  of  1920  these  numbered  nearly  7,"iOO. 

There  is  a  large  general  committee  of  51  members  and 
-a  smaller  executive  committee  of  lli.  The  former  meets  at 
least  twice  a  year,  and  its  main  duty  is  to  exercise  the  control 
"which  the  7,200  members  of  the  federation  are  obyiously  unable 
to  exercise  for  themselves.  The  executive  committee  meets 
about  once  a  month,  and  to  deal  with  urgent  or  complicated 
business  has  a  standing  sub-committee  of  four  elected  for  3 
years.  It  consists  of  the  president  of  the  Federation  and  of 
the  presidents  of  the  13  affiliated  Unions.  The  members  of  the 
general  committee  are  virtually  delegates  of  the  Unions  and 
central  societies,  by  whom  they  are  chosen  according  to  a  fixed 
scale  of  representation.  Both  committees  therefore  are  more 
representative  than  democratic,  and  the  smaller  committee  is 
in  addition  highly  expert.  To  link  these  two  committees  to^ 
gether  the  executive  committee  are  all  members  of  the  general 
committee,  and  to  secure  proper  consideration  of  the  great 
variety  of  subjects  arising,  there  is  a  special  com  nittee  for  each 
of  the  more  important  forms  of  co-operative  society.  To  keep 
these  special  committees  ia  touch   with  the   executive,   each   ia 

'  represented  on  the   general  committee.     The   president   of  the 

,  « .. , 

*  The  Bivarian  Agricultural  Duion.  to  wbich  fequent  reference  will  be  made.  beloD^:>  to 
the  Impeiial  Federation  system,  and  is  as  efficiently  organised  as  any  Ka.ff'iisen  Union,  but  that 
is  largely  becaose  it  has  modelled  its  organisation  on  the  Ra-.Se.scn  8;{steui. 

'Application  for  membership  mast  be  made.  In  the  ca-^e  of  the  Imperial  Fe-ieration  it  is 
'^^afficient  to  bo  a  member  of  au  affiliated  Union. 
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Tederalicn  is  elected  at  a  joint  sitting  of  the  general  committee" 
and  the  correspondirg  committee  of  the  Eaiffeisen  Central  Bank* 
The  reason  for  this  is  explained  later. ^  Su*preme  authority 
in  the  federation  nominally  vests  in  the  Central  Assembly,  to 
which  every  member-society  or  nnion  can  send  a  representatiTCr 
But  it  only  ireets  once  a  year  and,  though  it  has  certain  preS' 
cribed  powers,  it  does  little  more  than  ratify  what  is  proposed. 
It  has  no  right  of  election  and  is,  in  fact,  more  a  congress  than 
a  parliament.  At  the  'same  time  it  provides  the  necessary 
democratic  basis,  and  it  enables  policy  to  be  explained  and 
grievances  to  be  ventilated. 

The  corstitution  of  the  Imperial  Federation  is  not  radically 
different.*  Like  the  Eaiffeisen  Tederation  its  basis  is  de- 
mccratic,  its  control  representative  and  its  management  expert. 
Tor  a  large  organisati(n  these  are-  the  essential  principles,  and 
there  is  no  other  way  of  combining  democracy  and  efliciency. 

59.     These  two  great  national  federations  will  be   a  usefuj' 
Axidit  unicns.   (a)  Re-    modcl  whcu  the  time   comes,   as   assuredly 
presentation  oi  thePimmiy     it -must,  to  foim  a  singlc  federation  or  union 
^'''^'  for  the  whole   of   India.     I'or  the   pi-esent, 

however,  we  must  be  content  with  proviueial  Unions  or   Federa- 
tions.    To  these  the  counterpart  in  Germany  is  the   local   Audita 
Union.     The  main    difference   is,   that   the   area  covered   by   a 
Union  is  much  smaller  than  an   Indian   province   and   does   not 
usually  exceed  a  Commissioner's  Division.^     Another  difference^. 
60  far  as    the   Punjab   is   concerned,   is   that   in   Germany  the 
primary  society  is  directly  affiliated  to  the  Union.     It  is,  I  think,. 
a  flaw  in  the  constitution  of  the  Punjab  iJnion  that  the  majority 
of  the  village  societies  are  represented   in  it   by   central   banks 
vhofce  interests  are  not  always  the   same.     It  would  doubtless 
be  difficult  to  give  direct  representation  to  a  body   of  societies 
which    now   numbers     over     8,000   and  is   rapidly   increasing. 
Ihe  largest    Union*  in   Geimany  has  only  3,300   societies.     On 
the  other  hard,  the  Imperial   Federation   gives  separate   repre- 
sentation to  nearly   22,000   societies  scattered  -over   the   whole 
of  Germany,  which  shows  that  neither  number  nor  distance  is  an 
insuperable  difficulty.     Though  of  course  the  vast  majority  of 
these  societies  do  not  trouble  to  send  representatives  to  a  general 
meeting,  the  attendance  will  often  exceed   1,000 ;  and  as  these 

» Pai»gr»ph  80.  .  - 

*  There  are  2  commltteefi,  the  smtller  elected  by  the  larger,  and  as  the  •mailer  conjwta  of 
only  7  rcenibeTB,  DO  ataiidiDg  »ub-con)mittee  is  required.  The  preaideut  of  the  federation  is^ 
propcBed  by  ibeBttalltrccmnjittee  and  eUcted  by  the  larger.  The  27  local  Unions  affiliated  to-- 
the  Imperial  Ftderartion  are  rt-presenttd  on  ti  e  larger  committee  b>  their  presidents.  In  othdT' 
respects  the  ounritutior  agriea  with  that  of  the  Raiffeisen  Federation. 

*  BaTaria  «ith  7  nallion  inl  ahiiantk  is  the  largest  area  covered  by  a  single  Union. 

*  The  Bavarian  /grlcnltnral  Union  at  Munich. 
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meetings  are  held  every  year  in  different  parts  of  the  country,, 
sooner. or  later  the  societies  in  every  area  get  an  opportunity  of 
attending  without  difficulty.  It  can  be  readily  imagined  that 
the  effect  of  such  meetings  will  be  far  greater  than  if  attendance 
were  confined  to  a  limited  number  of  representatives  of  central 
societies.  A  way  out  of  the  difficulty  might  be  to  organise 
societies  into  district  or  sub -divisional  unions,  which  would  then, 
become  members  of  the  provincial  Union,  on  which  they  would 
represent  the  interests  of  their  affiliated  societies.  Somewhat 
similar  iinions  exist  in  Germany  and  will  presently  be 
described.^ 


Where  there  are  so   many   Unions  there   must  of  course  be 
^  many  differences  of  constitution.     The  Bonn, 

Union  for  instance  w^ith  550  societies  follows 
the  lines  of  an  ordinary  German  co-operative  society  ;  that  is  to 
say,  it  has  two  committees,  large  and  small,  and  a  president 
elected  by  the  general  assembly.  On  the  other  hand,  the  Haif- 
feisen  Union  at  Coblenz  which  has  600  societies,  with  the  love 
of  centralisation  and  efficiency  which  characterise  the  Eaiffeisen 
organisation,  gives  great  power  to  the  president  who  is  appointed 
for  a  minimum  of  6  years.^  He  has  only  a  single  committee  to- 
deal  with,  and  as  it  is  too  large  to  do  more  than  exercise  a 
general  control,  his  position  is  one  of  considerable  freedom  and 
responsibility.  He  is  therefore  elected  not  by  the  general  as- 
sembly but  by  the  committee  which  can  be  trusted  to  choose  with- 
discretion. 

All  these  Unions  are  primarily  concerned  with  audit,  control 
,  s  ^     ,.  ,    T,       and  development,   and   maintain  a  carefully 

(c)  Functions     »nd     Re-  .        ,  A  „  '         .  ,    .  •^ 

Bources.  ,  tramed  stall   ot  auditors   and  inspectors  tor 

the  purpose.  Incidentally,  too,  instructional 
courses  are .  held  for  co-operators,  conferences  are  organised, 
statistics  are  collected  and  as  often  as  not  a  periodical  is  publish- 
ed. In  aim,  scope  and  function  they  exactly  resemble  our^ 
provincial  Unions,  with  however  the  important  difference  that 
they  are  entirely  unofficial.  Before  the  war  many  received 
financial  assistance  from  Government  ^  but  now  that  the  public 
exchequer  is  empty  they  have  to  depend  upon  their  own  re- 
sources. As  with  us  every  affiliated  society  makes  an  annual' 
contribution,  which  is  usually  assessed  as  follow?,  viz.  :  — 

(a)  a  fixed  fee  irrespective  of  the  size  of  the  society, 

*  Paragraph  31. 

•Technically  he  is  honorary  as  the  Union  cannot  afford  t>  pay  him,  bat  as  mana^ing^ 
diroctcr  of  the  Iccal  branch  of  the  Raiffeisen  Central  Bank  he  receives  a  sala-y.  This  applies- 
generally  to  the  presidents  of  all  Raiffeisen  Unions. 

'  Not  however  the  Raiffeisen  Unions  which  have  always  eschewed  State  help. 
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{b)  a  percentage  payment  on  turnover,  and  sometimes  on 
net  profit  as  well,  and 

(c)  an  audit  charge  which  varies  with  the    length  of   the 
audit.^ 

Any  deficit  on  the  year's  worlcing  is  usually  made  up  hy  the 
^local  central  bank,  which  in  Germany  is  fully  persuaded  of  the 
importance  of  maintaining  an  efficient  staff  for  audit  and 
control. 

It  is  difficult  to  compare  charges  in  one  country  with  those  in 
•another,  hut  my  impression  is  that,  with  the  possible  exception  of 
supply  societies,  the  annual  contribution  is  proportionally  higher 
in  Germany  than  in  the  Punjab  ;  and  it  could  hardly  be  other- 
wise as  the  Unions  are  now  entirely  self-supporting,  whereas  in 
India  a  large  part  of  the  cost  of  control  is  borne  by  Government. 
The  two  national  federations  are  also  self-supporting  and  main- 
tain themselves  from  the  contributions  of  their  affiliated  central 
societies.  They  do  for  the  latter  wh^it  the  local  Unions  do  for 
their  primary  societies,  but  their  chief  function  is  to  give  agri- 
cultural co-operation  cohesion  and  strength,  to  determine  its 
policy  and  course,  to  defend  its  interests  and  make  known  its 
.achievements. 

30.     In  India  the    relation  of   central  banks  to  the  audit 
^  ,  ^.      .^  ^  ,  „   ,      and  inspection  of  primary  societies  has  been  ./ 

EHation  of  Central  Banks  titi-i'ici  ^  •%       •  ^ 

to  Control.  a  much  debated  point.     Some  would  give 

the  central  bank  full  control,  others  none 
-at  all.  In  Germany  opinion  is  emphatic  that  the  central  bank  and 
the  controlling  Union  or  Pederation  should  be  separate  organisa- 
tions ;  but  as  legs  would  be  useless  if  they  attempted  to  walk  in 
opposite  directions,  it  is  also  agreed  that  they  should  be  closely 
interlinked.  This  is  done  by  exchanging  representatives  to  sit 
on  each  other's  committees.  In  the  Raiffeisen  organisa- 
tion, with  its  one  central  bank  for  the  whole  of  Germany^ 
the  president  of  the  national  federation  is  also  president  of 
the  central  bank,  and  is  elected  at  a  joint  sitting  of  the 
general  committees  of  both  bodies.  Similarly,  in  the  provinces 
the  president  of  the  Raiffeisen  Union  is  always  managing  director-  | 
of  the  local  branch  of  the  Raiffeisen  central  bank.     In  this   way 

*The«e  fees  are  too  complicated  and  variabU  to  give  in  detail,  ba'.  (a)  'm  usaalW  5  sbilliogs 
{60  mark*  ,  aad.<6)  var'.e*  ffona  1/iOth  ti  2/5ths  'pz*  m'dlt  of  turnover,  the  rate  diminishing. 
Wl'h  the  atnonnfc  of  the  taroyve.*  an  varying  with  the  form  of  aooiety.  In  every  ewe  it  i«  sub- 
ject to  maxim -im  limit*  which  ii>  one  Union  do  not  exceed  £2 J  (4,030  marks).  If  a  percentage 
of  t'ue  net  prufl   li  taken  it  will  le  about  2  per  cent. 

For  («)  a  daily  cbarga  is  usually  made.  In  2  Bavarian  Unions  societies  pay  six  pence  (5 
na  k«)  an  bonr,  but  m  3ne  cise,  if  the  aalit  is  savisfactory,  2/5tiis  of  Mm  fee  are  returned  to  tb» 
.•Ocioty  by  the  Ceatral  Bank  conceraed  (not  the  Union). 
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^he  latter  throughout  Germany  is  riveted  to  the  "Raiffeisen 
federation  system,  and  identity  of  policy  is  secured.  The  same 
policy  is  followed  with  the  Agricultural  Wholesale  Societies,  for 
the  president  of  the  Union  is  always  either  president  of  the  local 
*  wholesale '  or  on  its  directorate.  In  the  Imperial  Federation,  too, 
it  is  an  accepted  principle  that  the  Federation  and  its  central 
societies,  though  separate  in  constitution,  should  form  an  insepar- 
ahle  whole.^  Italy  is  adopting  the  same  principle,  and  India 
will,  I  think,  be  wise  to  do  the  same. 

31.     Throughout  the  Raiffeisen   organisation  the   first  link 
^  ^  „.  .     ,  „  .  in  the  chain,  which  hinds  the  village  society 

Sab-DiridOnal  Unions.  .  -i/ii  i-  ii?i         j«  iji*' 

at  one  end  to  the  national  rederation  at  the 
other,  is  the  small  sub-divisional  Union,  to  which  reference  has 
already  been  made.*  This  must  not  be  confused  with  the 
local  Audit  Union  which  covers  a  far  larger  area  and  has  widely 
different  functions.  Every  State  in  Germany  is  divided  up  into 
administrative  units  which,  broadly  speaking,  resemble  those 
obtaining  in  India.  Thus  a  province  of  Prussia,  or  a  federal 
State  other  than  Prussia,  roughly  corresponds  with  a  Commis- 
sioner's  Division,    while    the  *  Bezirk '    resembles    the    Indian 

■  district  and  the  *  Kreis  '  the  sub-division.^  It  is  from  societies 
in  the  '  Kreis ',   generally  15   or   20  in   number,   that  the  sub- 

■  divisional  Union  is  formed.         ^ 

.  V  T,  .  -,. .  ,  Its  main  objects  are  - 

(a)  Tneir  Objects.  J 

(1)  to  act  as  a  link  between  its  member  societies  and  the 

local  Audit  Union  and  to  co-ordinate  the  interests 
of  both  ; 

(2)  to  develop  Co-operatioa  in  the  sub-division  ; 

(3)  to  bring  the  full  weight  of  their   member-societies   to 

bear  upon  the  solution  of  agricultural  problems  ; 
and 

(4)  to  elect  a  representative  to  sit   on   the   general    com- 

mittee of  the  local  Audit  Union.     In  practice   this 
is  the  most  important  function  of  all. 

In  some  respects  these  small  sub -divisional  Unions  recall 
our  Banking  Unions,  but  there  is  this  fundamental  difference 
that  they  have  no  banking  functions   or  financial  liabilities. 

»In  the  pnvince  of  Sax>Dy,  for  instance,  the  president  of  the  local  Union  is  also  president 
of  the  Board  of  Supervision  of  the  local  Central  Bank,  the  Agricul-ural  Wa  lesale  Society  and  the 
Central  Cattle  Sale  Society. 

•Paragraph  29  (a). 

3  In  Bavaria  B.-zirk  and  Kreis  ar«  inverted. 
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They  exist  solely  for  purposes  of  organisation,  and  their  chief 
merit  is  that  they  provide  a  convenient  means  of  securing  effec^ 
tive  representation  on  the  local  Audit  Union  for  a  large  number 
of  widely  scattered  societies.  In  the  Imperial  Federation  system 
theyi)laya  much  less  important  part  than  in  the  Eaiffeisen 
organisation,  hut  there  too  the  tendency  is  in  favour  of  their 
extension,  especially  in  the  larger  provinces  where  they  are  now 
considered  a  necessity.  In  Eavaria  they  are  regarded  as  the 
cornerstone  of  the  whole  fabric,  and  the  Bavarian  Agricultural 
Audit  Union  has  not  only  grouped  its  3,300  societies  into  144 
sub-divisional  Unions,  but  has  also  formed  the  latter  into  7 
district  unions.  These,  however,  have  little  life  beyond  what  is 
infused  into  them  by  the  local  inspector. 

The  value  of  the  organisation  may   be    questioned.     Success 
ri^  Th  •  V  1  depelids  upon  the   existence   of    good  local 

leaders,  and  relatively  these  appear  to  be 
almost  as  difficult  to  find  in  Germany  as  in  the  Punjab,  for  both 
countries  depend  in  the  main  upon  the  small  or  medium  pro- 
prietor who  bas  not  usually  much  aptitude  for  leadership.^ 
Most  sub-divisional  Unions,  therefore,  rarely  meet  more  than  once 
a  year  and  many  do  not  meet  as  often.  Out  of  310  Unions  belong- 
ing to  the  Eaiffeisen  organisation  barely  half  held  meetings  in 
1919.  In  some  prcvirces  they  do  well,  in  others  badly.  In 
Ehineland  they  have  little  life,  but  in  Thuringia,  thanks  to  a 
body  of  public-spirited  schoolmasters,  they  are  reported  to  be 
■vigorous.  In  Bavaria,  where  the  system  is  most  developed,  60 
per  cent,  are  said  to  be  good  and  the  best  amongst  them  meet 
five  or  six  times  a  year  ;  but  even  there  it  is  admitted  that  a 
certain  number  have  only  a  paper  existence.  At  its  best  the 
sub-divisional  Union  is  evidently  a  valuable  asset ;  and  even 
at  its  worst  it  secures  the  village  society  a  voice  in  the  counsels 
of  the  local  Audit  Union,  for  the  general  committee  of  the  latter 
mainly  consists  of  Union  presidents.  There  is  no  doubt,  too,  that 
a  man  can  speak  with  more  authority  if  he  represents  a  Union, 
.than  if  he  merely  spiaks  lor  a  single  society  ;  and  speaking  with 
more  authority  he  is  better  able  to  protect  the  interests  of  the 
smaller  societies  which  might  otherwise  be  ignored.  As  organi- 
sation grows,  the  voice  of  the  cultivator,  who  is  the  backbone  of 
the  movement,  is  in  danger  of  being  lost  in  the  upper  air  of 
authority  and  wisdom.  Accordingly  it  is  important  to  give  him 
every  opportunity  of  making  himself  heard.  This  is  the  chief 
yalue  of  the  sub-divisional  Union  in  Germany  and  the  argument 
for  introducing  it  into  the  Punjab.     I  do  not,  however,  advocate 

»Even    in  lie  UnlUd  6fatMlhegrc»tdilBcuUy  in  the  w»y    (£    the    orgftLiiatlon   of  rural 
Cdtmon'tirt  U  Mid  to  le  the  lack  of  letdtrs— Caiver,  PrincipUs  of  Rural  Economio*,  page  879. 
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this  till  the  matter  has  been  more  fully  discussed.  It  is  important 
to  keep  our  organisation  simple,  and  we  certainly  do  not  want^ 
it  clogged  with  a  large  number  of  stillborn  Unions.  Yet,  where 
^ood  leaders  are  available,  the  Union  might  ha  of  great 
value. 

32.     Throughout  the  movement  the  question  of   leadership 
is  important.    Leadership   postulates  educa- 
^^  ^^'  ''^'  tion,  and  for  this  in   India  we   have  to  a 

great  extent  to  go  to  the  town,  but  unfortunately  the   townsman 
is  little  attracted  by  Co-operation.     There  is,  moreover,  a  marked 
cleavage  between  town  and  country  which   makes   his   emi)loy- 
ment  in  the  villages   difficult,  if   not   impossible.   'In   Germany 
a  somewhat  similar  cleavage   has   appeared  sinee  the   war,    half 
famished  towns  resenting  the  high  prices  demanded  by  the  pros- 
perous country.     But  this  is  of   recent  growth   and   is   probably 
only  temporary.     Speaking  generally,  it  may   be    said   that  in 
GerQiany  the    '  management'   of  th3     agricultural   movement 
has  been  supplied  by  the  town,  and  direction  and  control  by  the 
country.  The  managers  of  the  larger  banking  and  trading   orga- 
nisations are  mostly   townbred,   but  the  directors  of  federations, 
unions  and  central  societies  mainly  belong  to  the  country.  There  is 
however  no  hard  and  fast  line,  and  nearly  one- third  of  the  27  Audit 
Unions  affiliated  to  the  Imperial  Federation  have  presidents  who 
were  born  and  bred  in  the  town.  These  include  two  businessmen, 
two  lawyers,  a  priest   and  an  official.     Germany,  in  fact,  has  not 
hesitated  to  draw  upon  all  classes  for  the  qualities   she   required, 
and  much    of  her  success  may  be   attributed  to  thi<.     In  so 
catholic  a  movement  as  Co-operation  this  is  undoubtedly  the  best 
policy.     Hitherto  in  the  Punjab  there  has  been  little  scoj)e   out- 
sid"  the   central  banks   for  the   employment     of  the   educated 
townsman,  but  as  the  urban  and  trading   sides   of  the  movement 
develop,     more     opportunities   will    doubtless  arise.     The  prob- 
lems  of  Co  operation  are  becoming   increasingly   complex,  and 
ultimately  the  best  brains  availablf,  whether  of  town  or  country, 
mil  be  required  for   their   solution.     No   one   could   fail   to   be 
impressed  by  the  high  level  of  industry,  capacity  and  intelligence 
to  be  found  throughout  the   German   organisation.     Everything 
possible  should  be  done  to    attract  these  qualities  to  the  service 
of  Co-oparation  in  India. 

33.    The  primary  function  of  a  German   Audit   Union,   as 
,  ^.,      ,  X  ^  .    T       of  OMT  Puniab   Union,   is   the  audit  or  its 

Auditors— {«)   Tae;r    Im-         ^y,,.    ,     i         ''.    i-  tt     j        i  •    j. 

:portance  and  T:»ming.  ainliated  socictics.     Under  law  every  society 

must   be   audited   once  every    28   months.* 
For  this    purpose   every   Union    employs   a  staff    of    auditors^ 

*  Before  the  war  it  was   every  2  ytars.    The  period  Wia   ext«nieJ,  as   so  many  auditor* 
were  mobilized.     It  will  probably  ue  redoced  again  is  doe  coarse. 
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corresponding  in  function  and  status  to  our  sub  inspectors.  As^- 
in  the  Punjab,  so  too  in  Germany  the  auditor  is  the  pivot  of  the 
machine.  A  recent  annual  report  of  the  Imperial  Federation 
states  that  bis  importance  cannot  be  exaggerated.  He  is  the 
servant  of  the  whole  organisation  and  the  personal  link  between 
the  Avdit  Union  and  its  affiliated  societies.  His  training  con- 
sequently requires  the  greatest  care.  The  Secretary  of  the  largest 
Audit  Union  in  Germany  went  so  far  as  to  say  that  it  was 
their  most  important  task.  The  actual  training  course  varies 
from  place  to  place,  but  the  general  sys^tem  may  be  judged 
from  the  following  course  which  the  Raiffeisen  Union  at  Coblenz. 
prescribes  for  its  recruits: — 

(a)  Three  to  six  moAths  at  the  headquarter  office  to  learn 
the  routine  work  of  the  system  ; 

{h)  Three  months  or  more  with  an  experienced  auditor  in 
the  field,  till  three  or  four  independent  audits  have 
been  satisfactorily  done ; 

(c)  A  six  months*  course  at  Berlin  for  a  thorough  ground- 
ing in  accounts,  and  in  the  principles  and  practice 
of  Co-operation  ;^ 

{d)  Three  or  four  months  in  charge  of  a  small  circle 
under  supervisir n,  followed  by  a  practical  examina- 
tion in  the  field  and  by  another  in  theory  at  head- 
quart?ers.  If  this  is  satisfactory,  the  auditor  is 
finally  appointed  on  fire  years'  probation. 

%  It  will  be  seen  that  the  course  lasts  about  18  months  and 
ts  therefore  three  times  as  Icng  as  ours.  Another  important 
difference  is  that  no  one  is  appointed  a  full  fledged  auditor  till 
he  is  21  or  22  years  old.  Our  sub-inspectors  are,  I  think,, 
employed  too  young. 

•''       50  or  60  societies  are   usually   considered  sufficient  for   an 

auditor,  but  salaries  are  now  so  high  that  few 
federations  can  afford  to  work  to  this  scale. 
The  largest  Union  in  Pavaria  has  one  auditor  to  80  societies,  and 
in  the  province  of  Saxony  the  proportion  is  as  low  as  1 :  100.  Most 
societies  are  audited  once  every  18  months  or  2  years,  but  the  gene- 
ral aim  is  to  have  it  done  once  a  year  as  the  advantages  of  audit 
are  so  great.  Of  these  advantages  a  Pavarian  annual  report 
speaks  with  enthusiasm.  A  regular  audit,  it  says,  brings  new 
life  to  secretaries  and  committees,  purges  the  latter  of  undesirable 

\      ^Scme  rcmidcr  three  months  lufficMnt  when  the  conne  followi  prMtlcftI  training. 
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members,  strengthens  the  co-operative  spirit,  and  affords  an^ 
admirable  opportunity  for  teaching.  Experience  in  the  Punjab 
would  certainly  endorse  this.  Audits  naturally  vary  much  in 
length.  The  report  of  one  Union  for  1919  states  that  the  short- 
est took  4  hours,  the  longest  541.  For  an  audit  done  every 
second  year  the  average  is  5  or  6  days.^  To  ensure  good  work- 
many  Audit  Unions  have  a  limited  number  of  societies  re-audited.. 
This* is  done  by  a  class  of  men  generally  resembling  our  Inspec* 
tors. 

The   field  staff  is  not,   as  in  the  Punjab,  chosen   exclusively 
,   .     „      .       ,        from   the   rural  classes.     The  business  and 

(«)  Their  Recraitmeot.  vt  •  ^         e  it  i    '       i         '  j 

^  Iradmg  side  or  the  movement  is  too  import- 

ant for  the  quicker  brain  and  better  business  aptitude  of  the 
commercial  classes  to  be  passed  by,  though  it  is  admitted  that 
the  countryman  understands  the  peasant  best.  In  this  last 
respect  Bavaria  recalls  the  Punjab,  for  rural  psychology  is  said 
to  be  quite  different  from  urban,  and  the  townbred  to  be  of  little 
use  in  rural  work  unless  he  is  familiar  with  the  agriculturist. 
At  the  same  time  it  is  clear  that  there  is  not  the  sharp  division 
that  differences  of  occupation,  religion  and  caste  have  produced 
between  town  and  country  in  the  Punjao.  In  Bavaria,  as  else- 
where in  Germany,  the  constant  migration  from  the  country 
to  the  town  has  partially  bridged  the  gulf.  Consequently  many 
townsmen  have  country  blood  in  their  veins  which  stirs  again 
when  they  return  to  the  country. 

A  word  must  be  said  about    the    educational    qualifications 
fAs   Tu  •      n-j     .•     1     of   the   auditor,  as   on   the  whole    German 

(d)     Ine.r       Edocational  .  „  j  •  •       xi 

Qualification B.  CKperience     connrms    our   practice    m  the 

Punjab.  The  audit  staff  is  for  the  most 
part  recruited  from  the  high  schools  and  only  to  a  minor  extent 
from  the  universities.  For  the  practical  work  of  audit  a  high 
school  education  is  more  than  suSScient,  but  an  auditor  of  co- 
operative societies  is  much  more  than  a  mere  auditor  of  .aocouuts. 
Like  our  sub -inspectors  he  is,  or  should  be  the  guide,  philosopher 
and  friend  of  his  societies,  and  for  this  side  of  his  work  a 
university  education  with  its  broader  outlook  and  finer  grasp  is 
an  advantage.  Both  types  are  therefore  taken,  but  the  diffi- 
culty with  the  university  man  is  that  he  is  ambitious  and  rarely 
stays.  He  tends  to  be  more  and  more  employed  in  the  higher 
grades,  but  in  at  least  one  important  Union  I  came  across  a  pre- 
judice against  him,  mainly  confined  however   to  non-graduates.. 

To  most  people  the  points  I  have    mentioned   in   connection 
with  auditors  will   appear   of  little    importance,   but  for   those 

>yefurf  the  war  it  v  m  ih-  rter,  but  now  the  activi'ies  of  credit  aocieties  are  more  varied.^  _j,^ 
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^ho  have  had  practical  experience  of  co-operative  work  in  India, 
there  is  a  considerable  interest  in  finding  the  same  questions  arising 
in  two  countries  so  widely  different  as  India  and  Germany. 

34.  At  tha  end  of  the  last  chapter  it  wa^     said  that   educa- 
.  tion    is    the    foundation     of    a   sound  co- 

ram.ng  ,u  6  .  operative   system.      It     is    natural,  there- 

fore, as  the  movement  develops,  to  find  more  and  more 
importance  attached  to  training  courses  for  co-oj^erators. 
These  are  organised  by  the  Audit  Unions  and  generally  last 
four  or  five  days.  AH  sorts  of  people  attend.  Fhe  bulk  of 
.course  are  peasant  proprietors,  but  there  are  also  large  land- 
owners, priests,  schoolmasters,  patty  offi3ials,  inn-keepers, 
traders,  craftsmen  and  a  good  sprinkling  of  women,  who  ai-e 
•x>f ten  the  wives  and  daughters  of  m^m'^ers  of  committee.^  At 
"Coblenz  last  year,  as  a  new  exparimant,  a  series  of  one-day 
-courses  was  held  to  teaoh  the  rudiments  of  co-operative  finance, 
and  it  was  so  successful  that  it  is  being  repeated.  There  is  not  a 
doubt  that  these  training  courses  are  of  the  utmost  value,  and 
men  who  could  judge  their  effect  spoke  of  them  with  precisely 
the  same  enthusiasm  that  I  have  heard  expressed  by  our  Inspec- 
tors in  the  Punjab.  In  Italy,  too,  where  they  are  being  intro- 
duced, there  was  the  same  unqualified  tribute  to  their  value. 
Not  only  do  they  lead  to  a  higher  standard  of  work,  but  in 
bringing  together  members  of  different  societies,  they  enable 
co-operators  to  get  to  know  each  other,  to  exchange  views  and 
experience  and  to  form  valuable  personal  ties,  all  of  which  helps 
to  develop  the  corporate  feeling  and  enthusiasm  so  essential  to 
real  Co-operation. 

35.  I  cannot  conclude  this  chapter  without  a  word   about 

organisation  in  Italy.    Nothing  is  in  greater 
^'  contrast  to    Germany.     Before  the    war   it 

hardly  existed.  Now  innumerable  Audit  Unions'  are  springing 
up,  and  Catholic  and  Socialist  are  competing  feverishly  to  out- 
strip each  other.  Pew  of  these  Unions  are  more  than  a  year 
old,  and  many  still  can  boast  little  beyond  an  address.  In  the 
matter  of  organisation,  therefore,  India  has.  nothing  to  learn 
from  Italy.  At  the  same  time  it  is  worth  noting  that  broadly 
speaking  the  German  system  is  being  followed,  with  however 
two  important  differences.     In  Germany   agricultural  organisa- 

*ln  1920  ibe  13  RaiffeiBen  UDioaa,  emLrao'mg  only  7,200  out  of  33,000  agricultural  societii-* 
oigaalfd  a»  ma.  y  as  12.S  cjursei,  fifty  of  which  were  att'-nded  by  1,58S  c3-oper.itori  The^e 
iacloded  over  800  pfasanl  proprietors,  299  officiaU,  131  craftsmen  and  79  woaien.  Ammgst  the 
officials  were  Muasiffs,  burgomaaterj,  headmen  of  villages  ('lomindevorstelier),  schoolmasters, 
tax-collectors,  postal  assistants  and  clerks.  The  craftsmen  consisted  of  baken,  blackimitbt, 
joinen,  carpenters,  wbeelwrights,  masons,  sboemakors,  saddlers,  titikcrs  tailors. 

*  The  Italiaiit  call  tbem  federations.  Tbroagbout  this  report  they  are  referred  to  a«  Uuion* 
.'«•  they  resemble  the  Qera.aD  Audit  Uaioas. 
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tions,  though  tO  some  extent  competitive,   are   definitely   mnged 
on  one  side  and   urhan   on   the  other.     In  Italy,   on  the  other 
hand,  the  line  of  cleavage  is  not   economic   hut   political.     Thus 
Catholic  Unions  and  Federations,   though   mainly    agricultural, 
include  town  as   well   as   country,   and    Socialist   organisations 
though  predominantly  urban  include   country   as   well  as  town- 
This  would  be  a  great  advantage  if  it  were  not  crossed  by  the  bar 
sinister  of  politics.     The  second   difference   is   that,    whereas   in 
Germany  an  agricultural  Audit  Union  or    Eederation   includes 
every  possible  class  of  rural  society,   in   Italy  .separate   Unions 
and  Federations  are  formed  for  each  of  the  main  branches  of  Co- 
oj)eration,  namely,   consumption,   production   and   credit.     This 
means  a  looser  organisation  and  a  great  multiplication  of  Unions. 
In  every  district  Catholic  and  Soc  alist  are  each  forming  a  twin, 
if  not  a  triple  system  of  Unions.     In  a  single  district   there   may 
easily  be  as  many  as  five  Unions/  and  as  there  are   in   Italy   71 
different  districts,  the   number   of   Unions   will   soon   run   into 
hundreds.   The  Catholics  alone  have   217.      Each  district    Union 
IS  affiliated  to  a  corresponding  Federation  for  all  Italy   at  Rome, 
and  the  E-oman  Federations  in  their  turn  are  affiliated  to  a  grand 
national  Federation,  Socialist  or  Catholic  as  the   case   may   be.' 
These  national  Federations  are  the  coping   stones-  of   the   move- 
ment, but  though  in  each  case   the  temple  is   dedicated   to  Co- 
operation, there  is  nothing  less  co-operative  than  the   relationship 
between  the  two.     Midway  between  them  there  is   another  and 
professedly  neutral  organisation '  built  up  on   similar   lines,  but 
wielding  far  less  influence  in   the  country.     This    body,    too,  is 
doing  its  utmost  to   swell   the  rising   flood   of   district   Unions. 
Seeing  how  recent  organisation  is  in  Italy,  it   is   not   surprising 
to  find  that  audit,    inspection   and  control   are  as  yet  in  their 
infancy.^     For  this  the  law  is, partly  responsible,  as   audit  is   not 
compulsory  and  only  the  Catholic  societies  enforce    it.     This   is 
aboot  to  be  changed,  andjn  other   ways  too   Italy  is    improving 
her  methods.     But  it  may  be  doubted  whether   her  organisation 
will   ever  be  as  good  as   the  German,  for  organization  on  a  large 
scale  is  as  foreign  to  the  genius  of  her  people  as  it  is  natural    to 
that  of  Germany. 

^  Catholic  and  Socialist  will  each  have  2  Unions  for  consumers  and  producers  societift?  and 
there  may  also  be  a  Catholic  Union  for  credit  societies. 

•The  Socialist  body  is  called  the  National  League  of  Co-operative  Societiaa.  aaj  the 
Catholic  the  Italian  Co-operative  Confederation.  The  former  claims  5,000  societies  the  la^tAi* 
6,500,  ' 

»Th3  National  Association  (Sindicato)  of  Co-opepattve  Societies,  which  are  said  to  ntttu 
ber  2,000. 

*The  National  liOigue  last  December  (1920)  had  lonly  one  Inspector  available  for 
tonring. 
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CHAPTER  III- Central  and  State  Banks. 

36.  It  is  a  natural  transition  from  Federations   to     Central 
„^  „        „   ^  Banks,     for   control    and   finance   are  the 

The  German  System.  ^    i  ^  o  r-i 

alpha  and  omega  oi  Co-operative  organisa- 
tion. This  is  especially  true  of  agricultural  co-operation,  for 
the  agriculturist  is  the  world's  greatest  producer,  and  credit 
is  the  basis  of  production.  A  good  banking  system  is  therefore 
essential,  and  this  system  to  be  sound  must  be  co-operative- 
Joint  stock  banks  do  not  answer  the  purpose  for  their  aim  is 
profit  not  service. 

No  large  country  has  so  fine  a  co-operative  banking  system 
as  Germany.  At  the  end  of  1919  it  had  25  agricultural  central 
banks,^  of  which  24  were  affiliated  to  the  Imperial  Federation 
and  one,  the  great  Agricultural  Central  Co-operative  Loan 
Bank,  to  the  Baiffeisen  Federation.  It  was  explained  in  the 
last  chapter^  how  the  whole  Baiffeisen  system  is  based  upon  a 
single  bank  operating  throughout  Germany.  This  is  the  bank 
just  mentioned,  which  has  its  headquarters  at  Berlin  and  a 
branch  wherever  there  is  a  Baiffeisen  Audit  Union.^  The 
Imperial  Federation  system  is  different  and  is  based  upon  each 
local  area,  province  or  State  as  the  case  may  be,  having  its  own 
independent  central  bank  as  well  as  its  own  Union.  Thus  there 
are  27  Unions  and  24  central  banks.  For  the  latter  a  State 
bank  called  the  Prussian  Central  Co-operative  Bank  serves  as 
the  apex  bank  at  Berlin. 

37.  It  is  evident  that  the  Imperial  Federation  system  more 

closely  resembles  the  Indian  than  does  tNe 
pared*  "^'^"^  ^'  "    °"^      Baiffeisen.     The  parallel,    however,   is    far 

from  exact.  W%e  have,  for  instance,  no  apex 
bank  for  the  whole  of  India  Most  Indian  provinces,  too,  have 
both  central  and  provincial  banks.  The  Indian  central  banks 
have  usually  a  smaller  area  than  the  German,  and  the  provincial 
banks  a  larger.  The  area  of  the  German  central  bank  is  general- 
ly a  federal  State  or,  in  the  case  of  Prussia,  a  province,  cor- 
responding roughly  in  size  and  importance  to  a  Commissioner's 
division.  It  is  arguable,  I  think,  that  our  central  banks  wottld 
have  been  better  for  larger  areas.  A  further  point  of  difference 
between  the  two  systems  is  that  in  Germany  membership-  of  a 
central  bank,  though  originally  including  many  individual 
shareholders,  is  now   almost   entirely  confined  to   societies.     In 


1  Excludiag  8  special  trading  banks  affiliated  to  the  Kaiffeisen  Federation. 

•Paragraph  24  (o). 

•  There  are  at  preeent  (1921)  18  branches. 
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1922  individual  sharehloders  were  less  than  7  per  cent,  of  the  whole 
compared  with  76  per  cent,  in  India.  In  most  German  central 
banks  only  the  members  of  committee  and  of  the  board  of  supervis- 
ion are  admitted  to  membership.  This  is  the  sounder  practice  of 
the  two,  as  the  individual  shareholder  is  apt  to  introduce  an 
element  which  is  often  the  reverse  of  co-operative  ;  and  as  the 
control  of  credit  becomes  increasingly  important,  the  presence 
of  this  element  in  the  very  centre  of  the  organisation  may 
become  a  source  of  danger.  It  was  seen  in  the  last  chapter^ 
that  banking  and  control,  though  separate  in  organisation,  should 
be  closely  irterlinked.  This  postulates  identity  of  aim.  The 
individual  shareholder  may  make  this  difficult,  unless  he  is  in  a 
smaJi  minority.  In  the  Punjab  the  danger  is  not  so  great  as 
in  some  parts  of  India,  for  only  25  per  cent,  of  the  shareholders  are 
individuals,  but  in  many  banks  the  proportion  is  still  too  high. 

38.     In  the  Punjab,  central  banks   are  sometimes   tempted 
^.    ,;,    n   .  ^    r,   X.      to  trade,  and  there  is,  so  far  as  I  am   aware, 

Snould     Central     Baiiks  «        i         i  •  j  i  i   •  t       r-, 

trade  ?  uo  fixcd  policy  ou  tuc  subjcct.   In  (jrermany 

it  is  now  an  accepted  principle  that  a 
central  bank  should  stick  to  banking  and  leave  all  trading 
to  be  done  by  a  separate  agricultural  wholesale  society.  This 
principle  is  only  seriously  challenged  in  Bavaria,  where  the 
old  practice  of  combining  banking  and  trade  still  survives.  Com- 
bination is  defended  there  on  the  ground  that  banking  and 
trading  should  support  each  other,  and  that  a  separate  trading 
wholesale  society  is  likely  to  develop  too  independent  and  com- 
mercial a  spirit.  There  is  something  to  be  said  for  this  point  of 
view,  and  the^best  example  of  it  is  the  Bavarian  Central  Bank  at 
Munich,  the  second  largest  Central  Bank  in  Germany  with  2,709 
members.  It  has  a  network  of  117  granaries,^  mostly  elevators, 
and  in  1919  its  turnover  for  sale  and  supply  amounted  to  over 
£900,000.^  It  is  much  the  largest  single  sale  society  in  Ger- 
many. Its  directors  are  strong  adherents  of  the  system  of  com- 
bination, but  everything  is  done  to  minimise  its  dangers,  as 
the  bank  has  a  separate  department  m  charge  of  an  expert  for 
each  of  its  principal  activities. 

There  are  two  main  objections  to  combination.  Firstly,  it 
is  said  that  a  bank  should  be  run  by  a  banker  and  a  trading 
concern  by  a  trader.  The  Bavarian  Central  Bank  shows, 
however,  how  this  objection  may  be  met.  The  s£cond  objection 
has  more  force.  Banking,  it  is  urged,  is  too  delicate  a  business 
to  be  combined  with  trade,  and  trade  too   risky   to   be  combined 


»  Paragraph  30. 

*  See  paragraph  74. 

*  180  million  marks. 
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"witli  banking.     They  are  indeed  totally  different  forms   of  busi- 
ness.   They  were  originally  combined  in  the  Raiffeisen    Central 
Bank,  but  separation  finally  came  in  1911,  mainly  because    the 
East  of  Germany  resented   the  trading    losses   that   had  been, 
incurred  in  the  West\     When  banking  and  trading  are  combined 
the  temptation    to   milk   the   bank  for    the   latter   is   difficult 
to  resist  and  is  apt  to  lead  to  speculative  enterprise.     But  where 
they  are  separate,  a  credit  limit   is  fixed  for   the   '  wholesale  *  as 
for  any  other  society,  and  special  security  is   demanded   if   it   is 
exceeded.     Outside  Bavaria,  with  the  single  exception  of  Frank- 
furt, separation  is  now  the  universal   rule.     It   will  be    remem- 
bered from  the  last  chapter^  that  unity  of  policy   and  interest   is 
secured   by   interlinking   the     local  union,    central    bank    and 
wholesale  tlirough  their  directorates      This  arrangement   s(icures 
the   advantages   of  separation     without   the    disadvantages    of 
combination.     In   India   I   have  little   doubt   that,  outside   the 
village,  banking  and    trading  should  be  kept  apart.     Our  central 
banks  mostly   depend  upon  a  single  man,  on   whom  it  would   be 
unfair  as   well  as  unwise  to   place  a   double  responsibility.     If, 
however,   combination   is  attempted,   there  should  always  be,  as 
in   the  central   bank  at  Munich,   separate   branches   each  with 
its  own  manager  and  accounts. 

b9.     The  most   important  and  difficult  function    of  a  bank  is 
the  fixing  of  credit,  that   is  to  say,  the   deter- 
frtT°UniimHed'    Lia-     miuatiou   of  the  prccisc  amouut  that  it  is  pru- 
I'.iity  Societies.  dent   to    lend  to  a     particular     client.     A^n 

ordinary  bank  dealing  with  all  sorts  and  conditions  of  men  must 
judge  each  case- on  its  merits.  For  a  central  t)ank  dealing 
almost  exclusively  with  societies  scattered  over  a  wide  area, 
this  is  difficult  if  not  impossible.  Nor  is  it  so  necessary,  as 
societies  are  of  fixed  types  and  in  each  type  money  is  required 
for  similar  purposes.  It  is  consequently  possible  to  make  ad- 
vances according  to  a  tolerably  fixed  scale.  The  main  distinction 
is  between  societies  with  limited  liability  and  those  with  unlimit- 
ed. For  the  latter  the  method  adopted  by  the  Raiffeisen  Central 
Bank,  the  largest  central  bank  in  Germany,^  is  as  follows  : — 

The  total  value  of  the   property   of  a  society's   members   is 
assessed — 

(a)  by  the  central  bank   on  the  basis  of  the  property   tax 
which  every  German  pays,  and 

>  In  8  brancbei,  two  in  Bavaria  and  one  at  Frankfurt,  separation  baa  not  yet  been  effected. 
•  Paragraph  80. 

>  It  ba*  over  6|000  member  aoetetiea. 
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(6)  by  the  committee  of  the  society  according  to  their  owa 
valuation. 

Normally  the  maximum  amount  that  will  be  advanced  to  a 
society  is  limited  to  10  per  cent,  of  (a)  plus  5  per  cent,  of  any 
difference  there  may  he  between  (a)  and  (6).  This  is  called 
normal  credit.  For  special  reasons  another  50  per  cent,  will  be 
given.  This  is  called  abnormal  credit  and  is  subject  to  a  slightly 
higher  rate  of  interest^^ 

It  will  be  seen  that  in  fixing  these  credit  limits  only  the  pro- 
perty and  not  the  character  of  the  members  is  taken  into  con- 
sideration ;  nor  is  any  account  taken  of  whether  the  society  is 
good  or  bad.  It  is  assumed  that  a  society's  character  is  too  in- 
definite to  form  a  basis  for  credit.  In  the  central  bank  at  Bonn, 
where  the  same  system  is  followed,  a  society's  character  is  con- 
sidered to  the  extent  that  before  an  advance  is  made  the  society's 
last  audit  report  is  referred  to,  and  if  it  is  unsatisfactory  and 
the  society  fails  to  set  things  straight,  all  credit  is  refused.  The 
Bavarian  Central  Bank  goes  further.  Character  is  carefully 
considered  and,  as  its  manager  said,  "  we  want  people  to  know 
that  if  they  work  well  they  will  get  more."  This  is  the  system 
followed  in  the  Punjab  and  appears  to  me  the  sounder  of  the  two. 

Societies  with  limited  liability  are  advanced  up  to  75  per  cent. 
,^^   T-  -.J     TUM-.      of  the  total  value  of   the  liability,   provided 

(o)     Limited       Liability       ,,      ,    ,,  ,  •!  i  t      c 

Sccieties.  that  thc  members   are   considered  good   tor 

the  full  liability  ^  undertaken.  A  society 
therefore  cannot  give  more  credit  by  the  simple  process  of  in- 
creasing its  liability,  unless  it  can  satisfy  the  bank  that  there  is 
a  sufficient  backing  of  property  behind  it.  This  is  an  important 
point,  for  societies  with  limited  liability  in  the  Punjab  are  apt 
to  think  that  if  they  want  more  money  it  is  sufficient  to  increase 
their  liability,  regardless  of  their  members'  resources.' 

40.     In  India  central  banks  were  formed  to  raise  the  money 
p     ,.        .     ^   .  ,     needed  by  impecunious  villasre  societies.     In 

Functions     of        Central  J  fu        ii  v         i    ?i  i     i.1,  • 

Panks.  Germany,  on  the  other  hand,  though  this  was 

also  an  important  object,  a  principal   fucc- 
tion  in  many  cases  was   to  distribute   the  surplus   deposits  of  the  / 
more  prosperous  village  banks  amongst   the   more    needy.     The  I 
West  of   Germany  always  had  more  money  than  it  wanted,    the 
East  always  too  little.     The  one  therefore  fed    the  other.     Since 

*  TLe  Bavarian   Central  Bank  only  allows  np    to   5  per  cent,  of  (o)  and  for  loans  above  this 
amount  requires  special  security. 

•  The  Bavarian  Centf  al  Bank  lends  up    to  half  the  amonnt  of  a  society's    jhare  cspital  ani 
reterre  plmt  l-4th  of  the  total  liability  undertaken  by  its  members. 

»  Cf.  paragraph  17  (a). 
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the  war,  however,  the  main  function  of  central  hanks  has  been  less 
the  dispensing  of  credit  than  the  absorption  of  deposits  which  have 
welled  up  from  every  part  of  Germany.  In  1919  the  25  central 
banks  had  over  £20,000,000^  in  deposit  from  their  18,000  member- 
societies,  and  loaned  no  more  than  £2J  millions.^  The  reason 
for  this  has  already  been   explained.^ 

Only  a  first-rate  banking  system  could  have  absorbed 
such  large  sums  without  being  glutted.  Now  that  the  tide  is 
turning  and  the  demand  for  money  increasing,  this  immense 
reservoir  of  deposits  will  be  a  source  of  strength  and  a  potent 
means  of  development.  Its  importance  to  the  village  bank  has 
already  been  noted  and  it  applies  to  every  class  of  rural  society, 
for  central  banks  are  the  main  arteries  of  the  whole  agricultural 
co-operative  system. 

41,  Owing  to  the  great  increase  in  deposits,  the  proportion 
„  ^.     .  „,       ,.    .  .,     of  share  capital  and  reserve  to  deposits  has 

Ratio    of    Share   Oapital  ,     .  j       i  i         i       j      i  j  i  n  ^ 

«nd  Reserve  to  Deposits.         sunk  m  Central  bauKS  to  Icss  than  2  per  cent. 

In  German  commercial  banks  it  is  said  to  be 
no  more  than  4  or  5  per  cent.^  and  in  English  banks  it  is, 
I  believe,  much  lower  than  before  the  war.®  The  remedy  is 
t;o  increase  share  capital  and  reserve,  and  in  many  cases  this  is 
now  being  done,  af  ost  of  the  central  bank  authorities  I  con- 
sulted considered  that  the  ratio  should  be  not  less  than  10  per  cent. 
To  them  the  present  state  of  affairs  is  a  matter  of  some  concern. 
But  so  hisrh  an  authority  as  Dr.  Seelman,  the  Vice-President 
•of  the  Raiffeisen  Central  Bank,  saw  no  reason  for  alarm,  as  fluid 
redource  was  ample  and  a  co-operative  bank,  owing  to  the  con- 
fidence inspired,  was  in  little  danger  of  a  "  run."  Consequently 
he  thought  it  unnecessary  for  a  central  bank  to  maintain  so  high 
a  ratio  as  a  commercial  bank.  In  the  circumstances,  the  cen- 
tral banks  in  the  Punjab  with  a  ratio  of  24  per  cent,  have  every 
reason  to  congratulate  themselves  on  their  strong  position. 

42.  Large  as  deposits  are,  fluid  resource  seems  to  be  ample. 

Owing  to  the  peculiar  circumstances  set   up 
etource.  ^^   ^^^  ^^^  .^  .^  difficult   to  judge    uormal 

practice  in  the  matter,  but  it  was  clear    from   my   enquiries  that 

1  Over  4,000  million  marks. 

•  For  the  Raiffeisen  Central  Bank  the  figures  are  even  more  striking. 

Loans  to  6, 1 21  members-sooities  £80,000. 

Deposits  ...  ...     £6,000,000.  .    . 

»  Paragraph  4  (Chapter  I). 

•  At  the  end  of  1920  for  the  eight  lararest  com  lercial  batiks'  shire  capital    and  rosorvo  were  4 
j)er  cent,  of  liabilities  (63,846  n-illlon  marks)— See  Economitt,  I6th  July  1921. 

•  In  Msrohl921  for  the  five  largest  banks  it  varied  from  6  to  7i  per  cent. 
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the  recommendations  of  the  Maclagan  Committee  on  the  sub- 
ject would  not  have  been  endorsed.  Dr;  Seelman  considered  it 
sufficient  to  keep  fluid  25  per  cent,  of  the  amount  on  deposit  at 
call,  as  it  is  a  well-established  fact  that  co-operative  deposits  '  lie  * 
well.  Another  high  authority  thought  circumstances  and  seasons 
too  variable  for  a  fixed  ratio  to  be  prescribed.  Much  depends, 
too,  on  what  is  reckoned  as  fluid.  In  the  Punjab  we  include 
Government  securities.  This  I  understand  is  opposed  to  English 
banking  practice,  as  the  Bank  of  England  would  not  necessarily 
lend  on  them  in  a  crisis.  If  there  is  any  doubt  in  the  matter  in 
India,  itwould  be  as  well  perhaps  to  have  a  definite  understanding 
with  the  Imperial  Bank.  In  comparing  India  and  Germany,  it 
should  be  remembered  that  every  German  central  bank  has  in  its 
immediate  neighbourhood  one  or  two  large  commercial  banks,  to 
which  in  an  emergency  it  can  turn  for  assistance.  Less  cover 
therefore  need  be  maintained  than  in  India,  where  banks  are 
forced  to  rely  more  upon  themselves. 

43.     I   visited   four   central  banks   in   Germany,   but  it  is 
,,.    „  .  ,  urnecessarV  to  describe   them   in  detail,    as 

JVliscellaDeoas  points.  -i      i    "  •      i     •       i  •  i 

several  typical  instances  are  given  by 
Mr.  Cahill  in  his  report  on  Agricultural  Co-operation  in  Ger- 
xnany.^     The  following  points,  however,  are  worth  noting  : — 

(1)  Dividends  are  usually  limited  to  5  per  cent. 

(2)  Loans  to  societies  are   made  at  4|  to  5|  per  cent.     As 

in  the  case  of  village  banks,^  the  margin  between 
the  borrowing  and  lending  rates  is  narrow  and  does 
not  usually  exceed  1  per  cent.  In  India  the 
corresponding  margin  varies  from  IJ  to  5  per  cent. 

(3)  Most  societies  dealing  with   a   central   bank   hav§   a 

cash  credit  account.  In  that  case  a  loan  will  only 
be  taken  for  a  special  object. 

(4.)  Compound  interest  is  charged  if  necessary.  In  this 
respect  the  Punjab  central  banks  are  more  co- 
operative than  the  German. 

(5)  Cheques  are  cleared  both  for  societies  and  their  members. 

(6)  No  control  is  exercised   over  client   societies.     This    is 

left  entirely  to  tke  local  audit  Union.' 

»   Page  144. 
'  See  paragraph  14  («). 
*  See  paragraph  30 . 
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(7)  All  banks  have  managers  well  trained  in  banking!    It 

is  a  weakness  of  our  central  banks  that  the  paid 
staff  has  so  little  knowledge  of  banking.  The 
larger  and  more  prosperous  banks  could  certainly 
afford  to  employ  better  men  than  most  of  them 
have  at  present. 

(8)  The  promissory  notes  of  societies  are   not   discounted. 

In  Italy  this  is  done  to  a  considerable  extent,  not 
by  the  ordinary  joint  stock  tanks,  however,  but  by 
co-operative  or  semi- co-operative^  banks. 

44.  Before  leaving  German  central  banks  the  question  of 
Th  A      Ba  k  *^  apex  bank  must  be  discussed.     All  banks 

^"        *  require  support.     In  England  the  large  joint 

stock  banks  look  to  the  Bank  of  England.  In  Germany  the 
Schulze-Delitzsch  banks  have  made  a  special  arrangement  with, 
the  Dresden  Bank,  one  of  the  five  great  commercial  banks  in 
Germany.  The  24  central  banks  affiliated  to  the  Imperial 
Federation  find  their  apex  bank  in  the  Prussian  Co-operative 
Central  Bank  which  is  a  State*  bank.  The  llaiffeisen  Central 
Bank  used  to  deal  with  it  too,  but  a  difference  of  opinion,  com- 
bined with  the  natural  reluctance  of  a  Raiffeisen  society  to  accept 
support  from  Government,  led  to  the  transference  of  its  custom 
to  the  Dresden  Bank,  In  India  an  apex  bank  will  ultimately 
be  required,  but  opinion  is  divided  as  to  the  form  it  should  take. 
The  experience  of  Germany  may  therefore  be  of  value. 

45.  Though  I   visited  the   Prussian   Central   Co-operative 

The  Paussiau  Cent.al   Co-       ^^""^  ^*  ^^^^^^'  ^     ^°   ""^^    propOSe      to      dc- 

operative  Bank.  scribe  it  in  any  detail   as   this   nas   aJready 

been  done  elsewhere^  A  few  points,  how- 
ever, may  be  of  interest.  £750,000^  or  all  but  a  small  fraction 
of  its  capital  is  supplied  by  the  Prussian  Government,  and  though 
the  bank  has  an  independent  legal  status  it  is  in  effect .  a  State 
bank,  and  all  its  400  officials  are  Government  servants.  Eifty- 
three*  central  banks  and  associations  embracing  over  15,' 00  co- 
operative societies  and  If  million  co-operaiors  deal  with  it,^ 
and  in  addition  about  30  wholesale  societies.  Its  deposits  total' 
£2,000,000  and  almost  the  same  amount  is  invested  in  Treasury 
bills  and  bills  of  exchange.  These  figures  sufficiently  indicate 
the  extent  of  its  business  and  its  great  importance  to  the  co- 
operative movement.  ^ 

Unlike  the  Bank  of  France,  which  is  bound   by  an  agree- 
ment with  Government  to  make   large  advances  to  co-operative 

^  *8eefo-tnote  to  paragraph  48. 

•Wolff  People't  Banki,  aud  Cahill. 

*150  millioo  roarki. 

«80  ar«  I  oral,  embraciog  18,971  societies  and  1|  million  memberi. 
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societies  at  nominal  rates,  the  Prussian  Bank,  with  I  think 
greater  wisdom,  charges  5  to  7  per  cent,  for  its  loans.  On  the 
other  hand  to  any  one  seeking  an  argument  in  favour  of  co-opera- 
tive management,  it  is  significant  that  the  maximum  rate  of  the 
Raiffeisen  Central  Bank  is  only  5  per  cent.  In  spite  of  its  com- 
paratively high  rates  the  Prussian  Bank  has  unquestionably 
stimulated  growth,  just  as,  to  compare  small  things  with  great, 
the  rapid  progress  of  the  last  three  years  in  the  Punjab  is  largely 
owing  to  the  financial  assistance  so  lavishly  given  by  the  more 
prosperous  central  banks.  In  the  earlier  days  of  the  movement, 
when  it  was  still  financially  weak,  many  societies  had  little 
security  to  offer  beyond  the  liability  undertaken  by  their  mem- 
bers. As  this  was  a  form  of  security  that  the  commercial  banks 
did  not  understand,  the  Prussian  Hank  was  founded  in  1893  to 
fill  the  gap.  For  all  societies  requiring  financial  support  it  has 
certainly  answered  its  purpose,  but  now  that  the  German  Gov- 
ernment is  in  financial  straits  the  danger  of  relyinj;  upon  it  is 
apparent.  It  is  accordingly  suggested  that  it  should  be  amalga- 
mated wi.h  the  Raiffeisen  Central  Bank.  If  this  is  done  Co- 
operation in  Germany  will  secure  an  almost  ideal  apex  bank. 

46.  Meanwhile,     even      in   the     ranks    of    the   Imperial 
V     n  •^-  •      *   o.  X  t>   ^      Pederation,     I   found  no    ereat  enthusiasm 

*        Cnbcism  of  a  State  Bank.       „  oii     ,        i         i  -n  n        a  i      -^i.     i 

for  a  State  bank.  It  was  freely  admitted 
that  financial  support  from  Government  should  only  be  taken 
•  from  necessity,  that  a  State  bank  tends  to  be  rigid  and  bureau- 
cratic, and  that  it  is  liable  to  interfere  in  co-operative  matters 
that  it  does  not  understand.  The  further  criticism  is  also 
made  that  Governmeot  officials  cannot  have  a  real  co-operative 
feeling,  and  that  they  l-ick  sympatliy  with  the  smaller  folk 
who  are  the  rank  and  file  of  the  movement.  The  criticism 
is,  I  think,  just.  It  is  not  that  Government  officials  are  con- 
stitutionally incapable  of  understanding  Co-operation — India  is 
conclusive  evidence  to  the  contrary — but  ignorance  of  what  it 
means  is  profound,  and  some  training  is  necessary  before  its 
objects  and  methods  can  be  appreciated.  Nor  is  the  co-operative 
spirit  likely  to  flourii-h  in  an  atmosphere  which  is  not  saturated 
with  Co-operation.  This  could  hardly  be  found  in  a  State  bank. 
In  Germany  it  is  secured  by  bringing  Union,  Central  Bank  and 
Wholesale  together  under  the  same  roof,  an  excellent  arrange- 
ment which  should  always  be  adopted  in  India. 

47.  So  far   as  a   State   bank   for  India  is   concerned,  it  is 

unnecessary   at   present  to    express   a     de- 
TheApex  Bank  for  In-     finite  Opinion.     The  experience  of  Germany  . 
shows    that    there    is    much     to  be    said 
Against  it.    The  experience  of  Italy,  as  will  be  seen  in  a  moment^ 
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IS  even  more  unfavourable.  The  alternative  of  dealing  with  a 
joint  stock  bank  is  also  open  to  objection,  for  capitalism  is  the 
l)asi8  of  all  joint  stock  enterprise,  and  Oo-operation  and  capitalism 
do  not  speak  the  same  language.  A  possible  solution,  perhaps, 
would  be  to  bare  a  co-operative  apex  bank  for  the  whole  of  India 
and  to  link  it,  under  Government  control,  to  the  Imperial  Bank. 
48..  In  finance  as  in  general  organisation  Italy  is  in  sharp 
j^^  contrast  to  Germany.     There  are   no  points 

on  which  the  German  system  is  stronger  or 
the  Italian  weaker.  It  has  already  been  observed  that  progress 
in  Italy  has  been  brought  to  a  partial  standstill  for  want  of  a 
good  central  banking  system.^  Central  banks  in  either  the 
German  or  the  Indian  sense  do  not  exist.  The  Socialists 
founded  a  bank  in  1904  which  now  mainly  confines  itself  to  the 
district  of  Milan,^  and  the  Catholics  have  recently  (1919)  started 
the  Bank  of  Labour  and  Co-operation  to  finance  their  societies 
throughout  Italy.  It  is  too  soon  yet  to  judge  this  stripling  bank, 
but  it  has  made  a  vigorous  start.^  There  are  many  other  co- 
operative or  semi-co-operative  banks  scattered  over  Northern  and 
Central  Italy  such  as  the  well-known  People's  banks,  which 
assist  co-operative  societies  in  their  neighbourhood  ;  but  there  is 
nothing  at  all  corresponding  to  the  German  central  banks  whicn, 
like  a  good  canal  system,  make  it  possible  for  money  to  flow 
wherever  it  is  needed.  One  small  but  significant  consequence  of 
this  is  that,  whereas  no  i-ierman  village  bank  charges  its  members 
more  than  6  per  cent,  for  a  loan,  in  Italy  the  rate  may  be  as 
high  as  8  or  8i  per  cent.,  though  the  commercial  rates  in  both 
countries  are  approximately  the  same. 

49.     To  fill  the  gap  a  bank  called  the  'National  Institute 
rm,  xw     ,  T   ...  .    i,     of  Credit '  was  founded  in  Rome  in  1918   to 

The  national  Institute  of       «  ii  i     i  ,•  . 

Credit.  ilnance   the   whole   co-operative  movement 

(a)  Its  finance  irrespective  oE   party.     Though   technically 

not  a  State  bank,  it  is   subject   to  close   Government  control  and 

four-fifths  of  its  funds  are  supplied  by  the  State    It  is  significant 

'See  paragraphs  6  and  21. 

•The  Institute  of  Credit,  not  to  be  confounded  with  the  National  Institute  of  Credit  de- 
scribed below.  The  Socialist  Federation  nonr  proposen  to  convert  it.  into  a  national,  as  opposed  to 
a  district,  bank  to  finance  the  whole  of  their  movement  throughout  Italy.  It  would  then  become 
"  la  OassH  delle  org^nizzazioni  proletarie  " —  see  La  Cooperaaions  Italians,  dated  25th  February 
1921. 

•It  is  not  a  co-operative  society  in  law,  but  it  claims  to  be  one  in  aim  aud  spirit  and  has 
limited  its  dividend  accordingly.  Its  headquarters  are  at  Milan  and  it  ha?  five  branches  including 
Rome,  which  is  the  headquarters  of  its  legal  department.  At  present  (.Tannary  1921)  it  bat 
only  55  shareholders,  vtz.— 17  co-operative  audit  IJaions  and  38  misceliaQeous  banks  of  which 
only  half  are  co-operative  societies.  Its  capital  is  6  million  lire  (about  £75,000),  and  so  far 
depokits  only  total  half  that  snm,  which  shows  that  it  has  still  to  secure  public  confidenoe. 
Money  is  raised  by  getting  societies'  promissory  notes  discounted  either  by  its  shareholder  banks  or 
by  the  National  Inititute  of  Credit.  In  this  way  the  bank  was  able  to  advance  about  60  million 
Jire  (£760,000)  lU  fir«t  year. 
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that  its  deposits  last  December  (1920)  amounted  to  less  than. 
£400,000.^  It  is  now  proposed  that  Government  should  provide  in. 
all  £2^  mi  lions  of  capital,  in  which  case  the  *  Institute '  will  be 
not  unlike  the  Prussian  Central  Bank  at  Berlin.^  But,  whereas 
the  latter  lends  only  on  approved  security,  the  '  Institute  * 
frequently  lends  on  what  most  banks  would  not  regard  as  securi- 
ty at  all.  Loans  are  made  to  consumers  societies  on  stock  which 
is  constantly  changing  hands,  to  co-operative  farms  on  crops 
and  cattle  which  may  be  here  to-day  and  gone  to-morrow,  and 
to  Labour  societies  on  the  moral  guarantee  of  their  members. 
A  good  instance  of  the  latter  is  a  loan  of  £l2o,OOuMo  a  co- 
operative Union  (consorzio)  of  Labour  societies  in  the  first  year  of 
its  existence.  The  Catholic  bank  works  on  the  same  principles 
which  are  adequately  summed  up  in  the  remark  of  one  of  its 
officials  that  the  basis  of  credit  is  '  need  not  security.'  The 
remark  throws  a  flood  of  light  upon  the  rapid  development  of 
co-operation  in  Italy  since  the  war  * 

It  must  not  of  course  be  supposed  that  all  loans  are  made  on 
security  so  slender  as  that  described.  At 
(5)  Misceiitneoas  antivi-  ^-^g  same  time  a  considerable  proportion 
seemed  to  rest  upon  what  was  little  better 
than  a  moral  guarantee.  In  a  good  society  no  security  could  be 
better,  but,  on  the  other  hand,  no  security  is  more  difficult  to 
judge.  Consequently  both  the  '  N'ational  Institute '  and  the 
Catholic  bank  are  obliged  to  employ  a  touring  staff  to  inspect 
and,  if  necessary,  audit  their  client  societies.  Engineers  and 
agricultural  experts  are  also  maintained  to  assist  and  report  on 
Labour  societies.  Training  classes  are  held  for  co-operators,  and 
the  Catholic  bank  also  coes  propaganda  ;  all  of  which  is  very 
far  removed  from  the  practice  of  the  German  central  banks 
which,  as  we  have  seen,  leave  all  control  to  the  audit  Union. 
In  Italy  the  Unions  are  mostly  of  such  recent  growth  that  com- 
plete dependence  cannot  be  placed  upon  them.  Insjjection  and 
control  are  therefore  duplicated,  adding  to  the  tangle  of  conflict- 
ing method  and  organisation   prevailing  in  Italy. 

1  Viz.,  29  tn  IHon  lire. 

>  The  '  Institate  '  ha^  now  been  recoastituted  with  15  Directors  consisting  of  5  Government 
officials,  5  co-operators  and  5  representatives  of  the  banking  institutions  that  have  contributed  to 
the  capital  cf  the  Bank.  The  Go  ernment  officials  are  appointed  by  the  Ministries  cf  Labonr 
Industry  and  Agricaltnre,  and  by  the  Treaaary.  In  the  Direcorate  the  t'lree  forces  ot  Govern- 
ment,  Co-operation  and  Capital  are  all  equally  repres 'nted.  and  none  will  be  able  t3  dominate 
the  others.  As  hoirever  Government  is  to  subscribe  the  balk  of  the  capital,  it  will  have  the  right 
-of  nominating  the  president  and  th  '  twa  vice-presidents,  and  the  appointment  of  the  Director* 
General  will  also  be  subject  to  its  approval.  In  onatries  where  the  apex  bink  has  to  be 
financed  by  Government  the  new  constitution  has  much  to  recommend  it.  Li  Co-operazione 
Haliuna,  23rd  September  1921. 

»10  million  lire. 

♦In  1919  the  Institute  financed,  directly  or  indirectly,  5,370  co- -operative  societies,  including 
:S,621  consumers'  societies  and  1,227  societies  of  Production  and  Labour. 


If  the  question  of  a  State  bank  for  India  were  to  be  decided 

by  the  example  of  Italy,  the  answer   would 

^c)   it«  value  as  a  S!ate    be  Unhesitatingly  in  the   negative.      Before 

the  '  Isational  Institute  '  was  founded  Gov- 
erDment  gave  little  assistance  to  Co-operation.  Now  it  has 
become  the  one  financial  source  upon  which  every  branch  of  the 
movement,  except  the  People's  banks  and  the  rural  credit  socie- 
ties, has  learnt  to  dtpend.  With  its  25  branches  and.  its  large 
supplies  of  Government  money,  it  promised  to  give  Co-operation 
in  Italy  the  financial  canal  S3' stem  it  lacked.  Hundreds  of  new 
societies  sprang  up,  so  to  speak,  all  along  its  canal  banks  and 
ploughed  up  their  land  in  expectation  of  an  almost  limitless 
supply  of  financial  assistance  And  now,  owing  to  a  half  empty 
public  exchequer,  the  canal  has  suddenly  lun  dry.  The  danger 
of  financial  dependence  upon  Government,  which  has  already 
been  noted  in  the  case  of  Germany,  could  hardly  find  a  more 
striking  illustration.  At  an  important  conference  of  Socialist 
co-operative  societies  held  at  Milan  last  January  (1921 ) 
to  consider  the  situation,  it  was  stated  that  Government 
had  declared  its  inability  to  act  any  longer  as  banker  to 
the  co-operative  movement.  By  one  delegate  this  change 
of  policy  was  characterised  as  '  a  direct  challenge  to  Labour.'^ 
Another  speaker  demanded  a  law  compelling  savings  banks 
to  invest  part  of  their  deposits  in  financing  co-operative  Labour 
societies.  A  third  claimed  financial  assistance  from  Govern- 
ment not  as  a  privilege,  bi^t  as  a  right.  It  was  finally  decided, 
firstly,  that  Government  should  again  be  approached,  secondly, 
that  at  the  same  time  the  Socialist  party  in  Parliament  should  be 
asked  to  apply  political  pressure,  and  thirdly,  that  the  possibility  of 
founding  a  bank  for  Co-operation  and  Labour  should  be  examined. 
Something  of  course  must  be  allowed  for  the  natural  warmth  cf  the 
Southern  temperament,  but  the  conference  illustrates  two  impor- 
tant points.  In  the  first  place  it  shows  that  indiscriminate  State 
help  U  demoralising,  and  secondly,  that  the  only  alternative  to  it 
is  self-help.  If  the  suggested  bank  for  Co-operation  and  Labour 
is  founded,  a  step  will  have  been  taken  in  the  right  direc-. 
tion. 

•  60.     Under  the  bracing   influence   of  Mr.   Henry    Wolff's 

teaching  it  had  become  an  accepted  princi- 

(S**]ui^'  snd  Fran  P^®  ^^  India  that  State  aid  by  loan  or  grant 

y  SD      ranee.       ghould  be   cschewcd.      Recently,    however, 

there  have  been  signs  of  a   change   of   attitude.      It   is  partly 

> '  Una  vera  proiocailoie  del  movlmento  tpersio.' 
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reaction  from  too  great  insistence  on   a  principle   which   cannot 
be  accepted    without   reservation  ;    partly   the  missionary   zeal 
of  enthusiasts  impatient   to  spread   the   gospel  of  Co-operation,    • 
if  necessary  with  the  help  of   charity;  and   partly  the  influence 
of  France  and  Italy  which  hare  made  lavish  use  of  public  money, 
the  one  to  support,  if  not  to  protect,  its  key  industry  of  agriculture, 
and   the   other   to   apply  a    sedative    to   the   agricultural   and 
industrial  ferment  caused  by  the  war.     There  can  be  no  question 
that  Italy  is  a  warning  rather  than  an  example.    The  conference 
just  described   shows  the   bad  effects  of  spoon-feeding.      Socie- 
ties have  multiplied  so  fast  that  Italians  themselves  are  nervous. 
Even  the  Director- General   of   the    National   Institute    recently 
had  to  warn  his  country  men    that  they  were   heading   straight 
towards  State  Co-operation  ;  and   he   begged   them   to  give   up 
the  madn  ss  of  believing  that  real  Co-operation  could  he   spread 
simply   by  Government    loan.     '  I  think  with  grief  '  he  says  '  of 
all  that  Co-operation  . .    made  without  a  half  penny  of  capital .  .  . 
which  expects  to  achieve  everything  on  endless  credit.     I  behold 
too  with  terror   the  swarm  of  co-operative  stores  which  for  ], 000 
lire  of  capital  expect"  100,000  on    loan,    and   which   at   the    first 
shock  must  melt  away,  having?  neither  discipline   nor   principle     ,  . 
and  whose  sole  object  is  a  little  more   sugar,    and   a   little  more 
macaroni  in  spite   of  the  cheap   food  coupons.^*     The  example  of 
France  is  hardly  more  encourging.     In   a  recent   report   we   are 
told  that  the  '  rural  credit  societies  have  no  independent   life  of 
their  own  '  and   that   '  the   credit  movement   has  done  little   or 
nothing  to  encourage  those  moral   qualities  . , .  which  have   been 
stimulated  by  the  Saiffeisen  method  in  Geymany,*  and  even  con- 
sumers societies  are  said  to  have  been  given  loans  that  they   could 
probably  have  done  without.^ 

*  Last  ye«r  thanks  to  Government  subsidy  bread  was  being  sold  far  below  cost  prioe. 

The  passage  qaoted  is  taken  from  Artiiro  Cam pini's  lio  OuUa  Bel  Co'operatore,  pai?e  19. 
It  is  significant  tba:  even  the  leading  Socialist  co-operative  organ  in  anaoauciDg  the  netv  consti- 
tution of  the  Xational  lastiLate  dascribed  above  admits  that  '  this  form  of  State  or  semi-State 
Co-operaticn  is  not  in  accordance  with  tha  principles  of  Co-operation,  which  in  the  most  proarr!?s- 
Bive  countries  considers  itself  ob.igod  to  provide  for  its  own  needs  by  the  s^ivings  and  the  sacrltices 
01  its  members. — ia  Ca-operazione  Italiana,  23rd  September  1921. 

»  RotLfeld.  Tmprestion*  of  tht  Co-operative  Movement  in  France  and  Italy,  pages  15,  25 
and  36.   . 

In  Ireland  the  only  societies  that  have  received  State  assistance,  ti».,  loans  at  alow 
rate  of  interest,  are  the  credit  societies,  and  these  are  the  only  societies  that  are  laoguish- 
ing.  There  are  doubtless  several  reasons  for  this,  bat  one  of  them  is  that  thanks  to  these 
Government  loans  their  growth  at  one  time  was  too  rapid. — See  Economic  Journal,  volume  XXVII 
page  361. 

The  ease  of  pre-war  Rossia    may  also  be   cited.     "  The  Bnssiaa  Credit  Co'operation  "  w» 
read  "is  almost  entirely  the   foster  child   of  the    Rnssian   Government.       ....     The   peasaat 
do- not  take  much  interest  in  these  associations,  which  are  only  regarded  as  a  meaas  of  obtaiuino' 
aloaa."— 3abn.f£.— TAe  Go-ope'-aiice  Mocement  in  Russia,  pages'51  and  53. 
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After  this  it  is  interesting,   if  not   refreshing,  to  turn  to  the 
Q  experience    of     Germany.        All     German 

e  many.  authorities  are  agreed   that   self-help   is  the 

very  essence  of  the  movement,  and  the  school  of  thought  repre- 
sented by  the  Raiffeisen  Federation  believes  this  with  such  con- 
viction that  it  will  allow  no  compromise  at  all.  The  other  school, 
represented  in  agricultural  Co-operation  by  the  Imperial  Federa- 
tion, while  accepting  the  Raiffeisen  principTe  in  theory,  modifies 
it  in  practice  Its  whole  banking  system  pivots  on  a  State  bank 
at  Berlin,  and  most  of  its  Unions  before  the  war  accepted  assist- 
ance from  Government.  New  types  of  co-operative  effort,  too, 
have  frequently  been  launched  with  the  help  of  Government 
loan  or  grant.  The  granaries  of  Saxony,  Pomerania  and  Bavaria 
are  a  good  instance  of  this.-^  In  Bavaria  this  form  of  assistance 
has  been  carried  further  than  in  any  other  part  of  Germany. 
Not  only  its  granaries  but  its  dairies  and  electricity  societies, 
and  the  organisation  of  land  credit  owe  much  to  State  aid. 

It  is  impossible  not  to  admire  the  austere  attitude  adopted 
by  the  Eaiffeisen  Federation.  It  represents  an  ideal  which  we 
cannot  bear  too  closely  in  mind,  however  unattainable  for  the 
moment  in  practice.  It  is  also  impossible  to  endorse  without 
reservation  the  former  policy  of  the  Imperial  Federation.  We 
have  seen  that  the  Federation  itself  is  less  inclined  than  it  was, 
before  the  war,  to  depend  upon  a  State  bank.  Moreover,  it  is 
well  known  that  a  large  amount  of  public  money  was  wasted  on 
granaries  that  ultimately  failed.  Further,  recent  experiisnce  has 
shown  that  great  progress  can  be  made  even  when  State  aid  is 
no  longer  given.  In  two  years  (1919-20)  10,000^  societies  have 
been  started.  In  one  field  State  aid  is  still  freely  given.  New 
house-building  societies  are  being  heavily  subsidised  and  the 
result,  though  on  a  smaller  scale,  is  precisely  the  same  as  in 
Italy.^  Societies  are  springing  up  like  mushrooms.  Many 
have  no  chance  of  success  and  all  are  started  in  a  hurry.  Lavish  J 
public  grants  in  fact  are  a  mistake.  They  produce  the  same 
effect  that  largesse  produces  upon  a  crowd. 

In  Germany  CSD-operation  has  now  attained   its  majority  and 

no  longer  needs  support.     In  India  it  is  still 

^"^      ^'  ill  its  minority.    Official  control  is  therefore  a 

necessity,  and  the  country  is  so  vast  and  its  population  relatively 

80  poor,  that  large  assistance   is  required   for   organisation  and 

development.      Moreover,  new  forms  of   co-operative   effort   are 

1  The  Prussian  Government  allotted.£250,000  in  1896  and  1887  to  the  building  of  8a, 
granariet. 

*  The  net  increase  is  much  less  owing  to  liquidations  aud  loat  of  territory,  see  lutroduotioQ,. 
I)aragraph  2,  foot-nott. 

>  Sec  paragraph  120. 
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being  tried,  and  experiments  requiring  substantial  capital  have 
to  be  made.  In  the  kindred  field  of  agriculture  experimental 
farms  are  maintained  at  Government  expense.  Tn  Co-operation 
experiments  can  only  be  made  with  living  societies.  If  in  the 
one  case  public  expenditure  is  justified,  it  is  equally  justifiable 
in  the  other.  Co-operative  granaries,  land  mortgage  banks,  house 
building  and  electricity  societies  are  cases  in  point.  But  I 
venture  tentatively  to  lay  down  three  conditions  of  financial 
assistance : — 

(1)  A  Reasonable  rate  should  be   charged  for    loans,  other- 

wise the  experiment   will  not  be  fair.     Cheap  loans, 
too,  are  apt  to  be  wasted. 

(2)  To   mitigate  any  pauperising   effect,   help   should  if 

possible  be  given  through  a  central  bank  rather  than 
to  a  primary  society  direct. 

(3)  Only    experiments   should   be  assisted,  and  once  the 

experimental  stage  is  passed  no  further  help  should 
be  given. 

Pinally,  it  may  be  said  that  the  more  assistance  Government 
gives  to  organisation  and  development,  the  less  it  should  give  to 
the  purely  business  side  of  the  movement.  In  a  country  like 
India  the  principle  of  self-help  cannot  be  too  jealously  guarded.^ 

An  aspect  of  State  aid  that  cannot  be  entirely  ignored  is  the 

danger  of  political   '  log-rolling.'      We  have 

(rf)  Danger  of  Connection     geen  how  it  was  decided  at  the  Socialist  Con- 

With  1  oiiijc^i 

ference  in  Milan  to  bring  political  pressure 
to  bear  upon  Government  through  the  Socialist  party  in 
Parliament.  Co-operation  in  Europe  is  more  and  more  being 
drawn  into  the  whirlpool  of  politics  This  dangerous  tendency  has 
already  been  discussed.^  Meanwhile  it  is  sufficient  to  say  that 
when  Co-operation  and  politics  are  allied,  State  aid  may  only  too 
easily  become  a  lever  of  party  politics.  India  has,  1  trust,  nothing 
to  fear  from  this  at  present,  but  forewarned  is  forearmed. 

*  It  is  worth  noting  that  in  Denmark,  where  agricultural  Co-operation  baa  probably  been 
carried  to  a  higher  pitch  than  in  any  other  country  except  Germany,  hardly  any  State  aid  has  been, 
given, 

"Introduction,  paragraph  11. 
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CHAPTER  IV.— Supply  and  Sale  Societies  in  Germany.^ 

51.  It  is  now  a   truism   of   rural  economics   that  for   the 

.  '      small    holder  Co-operation   is  a   necessity, 

upp  y  vocie  lei.  Without  it  he  has  to  buy  all   he    needs  for 

"his  industry  at  retail  prices  and  sell  all  he  produces  at  wholesale. 
On  such  lines  no  modern  industry  could  prosper  for  a  day,  and 
agriculture  is  no  exception.  This  Germany  began  to  discover  40 
years  ago,'  for  she  is  only  less  a  country  of  small  proprietors  than 
the  Punjab.  48  per  cent,  of  her  holdings  are  less  than  50  acres 
and  in  many  large  tracts  the  percentage  is  much  higher.  This 
explains  why  the  co-operative  supply  of  agricultural  require- 
ments is  so  widely  developed.  In  1914  the  value  of  the 
goods  supplied  through  the  agricultural  wholesale  societies  of 
the  Imperial  Eederation  alone  amounted  to  over  £10,000,000, 
If,  at  a  moderate  estimate,  we  assume  a  10  per  cent, 
saving  due  to  co-operative  organisation,  the  benefit  to  agri- 
culture on  this  single  account  amounts  to  £1>000,000.  Since 
the  war,  owing  to  the  phenomenal  rise  in  prices,  '  supply  and 
sale  '  societies,  as  they  are  called,  have  multiplied  in  hundreds. 
588  were  started  last  year,  and  there  are  now  (April  1921) 
over  4,000  societies.  In  addition  80  to  90  per  cent,  of  nearly 
19.000  rural  credit  societies  do  '  supply.'/^  The  importance  of 
the  subject  is  therefore  evident. 

52.  The  Supply  and  Sale  Society    may  have  either  limited 
,  ^     ,.  or  unlimited  liability.     The   former   is  in- 

Form  and  Fnnctions,  .       ,  j       x    j      i-    a      ^n  '         j_'n 

creasmgJy  adopted,  but  40  per  cent,  still 
have  the  latter,  and  every  month  sees  a  few  more  added  to  their 
number.  There  can  be  little  doubt,  th  ough,  that  for  a  trading 
society  limited  liability  is  better,  and  it  is  now  universally  re- 
commended. In  size  the.  Supply  Society  tends  to  be  a  little 
larger  than  the  village  bank.  Figures  for  over  2,000  societies 
in  1918  gave  an  average  of  114  members,  and  the  same  figures 
showed  that  75  per  cent,  of  the  working  capital  was  borrowed. 
The  principal  articles  supplied  are  manures,  feeding  stuffs  and 
coal.  Seed  and  machines  are  also  important  heads.  Since  the 
war,  textiles  and  household  necessaries,  such  as  shoes,  have  come 
to  be  included,  but  groceries  and  provisions  are  still  generally 
left  to  the  local  shopkeeper.  .  Unlike  Italy  and  Ireland,  busi- 
ness is  mainly  wholesale  and  the  co-operative  village  shop  is 
rare.     For   political   purposes   it   was  not  desired   to   oust   the 

*A  Bopply  scci«ly  it  a  tociety  for  the  aupply  to  it«  members  of  thair  profefsional  rcqaire* 
Bent*,  I.e.,  all  article*  reqaired  for  the  carrytag  on  of  their  industry  or  trade.  Itmua^be  dia* 
tiogoithed  from  a  atore  whoae  maia  object  is  the  supply  of  houaehold  reqairementa,  e.g.,  food 
.«nd  clotfa«a. 

'See  Chapt«i  I,  ptragrapb  9. 
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Tetail  trader,  whose  support  was  needed  by  the  party  to  which 
the  bulk  of  the  peasant  proprietors  belonged  ;  nor  was  it  neces- 
sary, as  competition  has  prevented  the  exploitation  of  the  vil- 
lager so  common  in  India.  On  the  ^hole,  the  system  followed 
is  not  unlike  ours  in  the  Punjab,  tbough  the  business  done  is 
infinitely  greater.  A  main  reason  for  the  latter  is  that  German 
agriculture  is  far  more  advanced.  There  is  nothing  that  illus- 
trates this  better  than  manures.  In  1919  nearly  If  millioatons 
were  supplied  through  co-operative  wholesale  societies,  whereas 
in  the  Punjab  I  doubt  if  a  single  ton  was  bought. 

53.     The  methods  of  supply   societies   are   probably   much 

The  System.  ^^^  Same  everywhere.     Goods  are  supplied 

,  .  ^  ,.^  at  the  lowest  possible  price   and   no   rebate 

(a)  Credit.  .         .  t*    i?  ^i,  i, 

IS  given.  i3eiore  the  war,  when  prices  were 
lower,  the  contrary  practice  of  market  rate  and  rebate  was  often 
followed,  and  a  few  of  the  larger  societies  follow  it  still,  charg- 
ing, however,  something  less  than  the  market  rate.  But  with 
most  societies  the  main  object  is  to  reduce  the  overwhelming 
rise  in  price.  Credit  is  freely  given.  Audit  Unions  oppose  it, 
but  in  agricultural  supply  it  is  inevitable,  and  all  that  can  be 
done  is  to  restrict  it.  In  Bavada  it  is  commonly  "allowed  till 
the  end  of  the  year,  but  after  a  short  period  of  grace  interest  is 
charged.  Prices  are  slightly  reduced  for  cash.  Before  the  war 
cash  payments  were  rare,  but  now  that  money  is  more  abundant 
and  demand  exceeds  supply,  it  is  easier  for  societies  to  insist 
upon  cash.  The  Imperial  Federation  opposes  credit  for  more 
than  6  months,  and  considers  that  for  a  longer  period  a  loan 
should  be  obtained  from  the  local  village  bank. 

Another  point  in  which  some  indulgence  is  unavoidable  is  in 

regard  to  non-members.     In   principle  deal- 

(j)  1)eaiings  with  non-    i^gg  ^j^]^  non-membcrs  are  not  allowed,  but 

.members.  •!    •  .       .    ■,  i  •      •  i  •  • 

it  IS  a  principle  subject  to  exception.  In  one 
society  visited  25  per  cent,  of  the  whole  business  was  done  with 
them.  But  this  is  unusual,  and,  as  a  rule,  only  surplus  stock  is 
sold.  A  tax,  which  is  imposed  upon  societies  dealing  habitually 
with  non-members,  acts  as  a  useful  check. 

Various  methods  of  ordering  goods  are  followed.  In  two 
(c)  The  Indent  System.  socicties  I  inspected  in  the  vineyard  coun- 
try of  the  Moselle  an  orderly  or  chaprassi 
goes  round  to  collect  orders,  and  when  the  goods  arrive  he  is  sent 
out  again  to  proclaim  the  fact  with  voice  and  bell.  Members  then 
flock  to  the  local  station,  and  goods  are  cleared  at  once  and  paid 
for  when  their  wine  is  sold.  Tuis  is  certainly  the  best  system  for 
the  small  society.     In  some  societies  indents  are  only  taken  when 
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prices  are  exceptionally  high.    In  others,   and  this  is  probably 
the  commonest  practice,  goods  are  ordered   at  the  discretion  of 
the   committee.     In    one   society's  store   I   saw  nnsold  a  large 
consignment   of  nicotine,  which   had   been   ordered  for  treating 
the  vines     against  fungus  growth.     The   president   admitted   a 
little   ruefully   that   it    had  been  ordered  by  the   committee   on 
their  own  responsibility,  and  that  members  refused   to   take    it 
as   it  was  too  dear.     The  result   was  a   loss   of   £126^   to   the 
society.     It  might  be   supposed  that  this  is  a  warning   to   order 
only  upon  indent.     In   a  neighbouring  Society,  however,  I  found 
precisely  the  !same  thing  had  happened,   only   in   this  case  the 
nicotine   had  been    ordered   upon      indent.     In   spite    of     this 
members    refused     to     take     it.     The      president      admitted 
that      technically,      they     could     be     held    to   their  indents, 
*  but  '  he  added,  '  it  will   only    make  .bad   blood   and   there  has 
been  war  enough    without   bringing  it   into  our   society.'     In 
yet  a  third  society  I  came  across   more   unsold  nicotine.     It   was 
evident  that  the  neighbourhood  had   had  an   experience   simi- 
lar to  ours  over  '  jowar  '  seed  in  1919,  which  shows  that  even  the 
smaller  problems  of  Co-operation  do  not   differ   much   East   and 
West. 

54).     An  actual  society  will  now   be  described.     I   select  a 
^     ,      ,  ^  ,      recent  one  as  it  shows  the  latest  type.     Ten 

feechtem  Supply  and  Sale  mi?  t>  •       xt.  mi  i?  ci      i  j 

pociety.  milcs  irom  Bonn  is   the   village   of  Sechtem 

with  1,350  inhabitants.     Most  of  them  own 
an  acre  or  two  of  land  which  is  sufficient  to   support  them  and 
their  families,   as  they   work  and  produce   vegetables    without 
ceasing.     The  local  landlord  is  like  a  trout  amongst  the   minnows, 
and  with  his  motor  tractor  cultivates  his  600    acres    on  the 
most  approved   principles,  a   good   example   of   what   the   large 
proprietor  can  do  for   the   small  when   the   two   live   in  amity 
side  by  side.     In  1919,  when  prices   soared,  he  formed   a  supply 
and   sale   society   and  became   its   first   president.     Before    the* 
year  was  out   two-thirds    of  the  parish  had  joined,  and  now  there 
are  160  members.      Each  tak(3s  a  single  share  of  50  marks^  on 
which  there  is  a  liability   of   501.     On  the   strength  of  this 
the  local   central  bank   has  given  the   society    a  cash   credit 
account      of  £500.   Goods  are   supplied  at    cost  plus  2   to  5 
per  cent,   for    expenses,  and  so  good  a  start   was  made   that  for 
the  first  half  year  the    turnover  was  nearly    £1,000.     Seed  and 
manures,  shoes,  stockings  and  tobacco,   candles,  margarine  and 
herrings  are  the    chief  things   supplied.     '  Supply  *   and   distri- 
bution are  combined,  and  it  looks  as  if   the  society   would  end 
in  a  shop.     As  it  is,  the  groceries  and  smaller  articles  are   kept 

»  25,000  marks. 

'Now  worth  about  5  •hillioga. 


67  .  • 

in  a  room  rented  in  a  local  shop  and,  by  a  curious  arrangement 
which  appears  to  answer,  the  shopkeeper  sells  the  goods  and 
is  paid  2  per  cent,  on  the  turnover.  As  is  so  often  the  case  in  the 
Punjab,  the  heavier  goods  are  stored  in  the  president's  house. 
When  the  demand  is  uncertain,  goods  are  ordered  on  members  ' 
indent,  no  price  however  being  named  ;  otherwise  the  committee 
decides.  Members  are  allowed  credit,  but  after  a  month's 
grace  8  per  cent,  has  to  be  paid.  In  larger  societies  credit  limits 
are  fixed,  but  in  this  one,  as  every  member  is  well  known  to- 
the  committee,  each  case  is  decided  on  its  merits.  Sureties  are 
only  taken  in  doubtful  cases. 

In  addition  to  '  supply  *  members*  fruit  and  vegetables  are 
bought  and  sold.  24  different  kinds  have  been  handled.  Eor 
produce  of  poor  quality  a  little  less  than  the  fixed  price  is 
paid.  Otherwise  there  is  no  attempt  at  classification.  A 
special  man  is  employed  for  sale.  The  first  had  to  be  dismissed 
for  dealing  with  members  on  his  own  account.  The  latter  are 
not  obliged  to  sell  through  the  society.  Sale  has  been  greatly 
facilitated  by  a  large  contract  for  vegetables  with  a  munici- 
pality 100  miles  away.  £30  of  the  profit  was  returned  to- 
me mbers  in  proportion  to  produce  delivered,  and  £5  was 
subscribed  to  a  local  school.  On  one  occasion  the  society  to 
obtain  manure  had  to  supply  potatoes  in  exchange.  So  do- 
hunger  and  necessity  lead  us  back  to  barter.  The  president  says^ 
that  the  society  has  lowered  cost  by  20  per  cent,  and  given 
members  10  per  cent,  more  for  their  produce.  The  local  shop- 
keepers, too,  can  no  longer  charge  as  they  please.  An  irrelevant 
but  interesting  point  is  that  the  president  has  recently  lost 
23  head  of  cattle  from  foot  and  mouth  disease,  which  shows  that 
India  has  no  monopoly  of  this  kind  of  misfortune.  But  there 
is  one  great  difference.  The  president's  cattle  werel.  all 
insured. 

65.     Before  we  leave  the  subject  of  supply   societies   a  few 
points  taken  from   the     model  by-laws  of 

MiBcellaneou,  Poxnte.  ^       ^^^^  ^^^.^  ^^.^^    ^^^    ^^^^^    noting- 

(o)  Goods  may  not  be  transferred.  This  is  a  useful 
rule  as  members  have  sometimes  been  tempted  in 
the  Punjab,  and  probably  in  other  parts  ot  India, 
to  dispose  of  their  goods  to  non-members  at  ^a  higher 
price. 

(6)  Members  whose  business  competes  with  that  of  the^ 
society  cannot  be  on  the  committee. 

(c)  All  profit  must  be  carried  tc  reserve  till  the  latter 
amounts  to  £100.^ 

\  20,Q|pO  marki. 
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{d)  When  a  society  has  a  warehouse  or  other  premises 
requiring  an  outlay  of  capital,  withdrawal  from  it  is 
subject  to  2  years'  notice,  otherwise  to  6  months. 

•  (e)  All  credit  accounts  must  be  secured.     We   have   seen 

that  at  Sechtem  security  was  only  taken  in   doubtful 

cases. 

A  further  point  is  the  importance  of    regular  stock-taking. 

This  is  invariably  done  at  the  end  of  the  year  by  the  committee 

and  the  board  of  supervision    acting    together.     Audit    Unions 

would  like  to  see  it  done  twice  a  year,   but  few  societies  are 

equal   to   this.     A  further   check   is  made  by  the   auditor,   but 

unless  there  is   something     obviously   wrong,  this  is   more    a 

matter  of   accounts   than   of   actual   check   and  weigh ment   of 

goods.     The  two  committees  on   the  other  hand  are  supposed  to 

count  and  weigh   everything,      In   India  this   very  necessary 

precaution  should  never  be  neglected. 

56.     In  the  chapter  on  federations  it   was   said   that,    when 
a  society  is  formed,  it  is  affiliated  to  a  local 
sofiful'f  ""''^  Audit  Union,  a  Central  Bank  and  an  Agri- 

cultural Wholesale  Society.  In  India  the 
same  procedure  is  followed  in  regard  to  Union  and  Central 
Bank,  but  the  'Wholesale'  is  unfortunately  lacking.  This  is 
the  cardinal  difference  between  the  two  countries  in  the  matter 
of  sale  and  supply.  At  the  beginning  of  1920  Germany  had 
30^  at'ricultural  wholesale  societies  and  in  addition,  as  we  have 
seen,  two  central  banks  with  wholesale  departments.  ^  The  im- 
portance of  this  difference  is  obvious.  It  means  that  in  Germany 
the  inexperienced  village  society  is  not  dependent  upon  the 
uncertain  knowledge  and'  experience  of  its  president,  manager 
or  secretary  for  either  purchase  or  sale.  It  means,  too,  that  it 
secures  the  full  advantage  of  the  most  expert  and  wholesale 
buying.  In  trade  even  more  than  in  banking,  large  scale 
business  pays.  In  India  supply  and  sale  must  remain  com- 
paratively insignificant  till  the  *  Wholesale '  is  established. 
It  is  therefore  matter  for  regret  that  the  first  experiment 
recently  made  at  Bombay  proved  a  failure-  In  further  experi- 
ments it  should  be  remembered  that  a  proper  business  equip- 
ment is  essential.  Co-operative  banks  may  achieve  success 
without  it,  as  in  India  at  least  they  have  only  to  reckon  with 
the  isolated  moneylender.  A  '  Wholesale  '  is  different.  It  has 
to  compete  on  equal  terms,  and  at  first  with  far  less  experience, 
against  all  the  resources  of  the  highly  organised  middleman. 
The  success  of  the  German  societies  is  largely  due  to  the  fact 
that  no  expense  or  effort  has  been   spared   in   their   equipment. 

*2i  sflBliated  to  the  Imperial  Federatioi^ and  8  to  the  Raiffeisen. 
'Paragraph  88. 
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^  his  is  particularly  evident  in  their  managers,  who  are  all  trained 
men  of  business  and  of  a  type  that  may,  I  fear,  be  difficult  at 
first  to  find  in  India. 

57.  For  finance  a  wholesale  society  depends   mainiy   upon 

Their  Finance  ^^®  "^^^^^  Central  bank,   which   allows   it   a 

cash  credit  account  up  to  a  definite  limit, 
the  amount  of  which  is  based  upon  the  value  of  the  liability 
undertaken  by  its  member  societies.  If  this  is  not  sufficient, 
good  security  mjist  be  provided.  A  well  run  society  does  its 
best  to  reduce  borrowing  by  giving  as  little  credit  as*  possible. 
The  simplest  method,  where  a  client  society  cannot  pay  cash,  is 
to  have  an  arrangement  with  the  local  central  bank,  by  which 
the  society's  cash  credit  account  can  be  debited  with  bills  in- 
curred, up  to  the  limit  of  the  account.  But  if  a  society  has 
no  account  and  its  liability  is  unlimited,  the  total  value  of  its 
members '  property  is  ascertained,  and  credit  is  allowed  up  to 
10  or  15  per  cent,  of  the  amount.  This  at  least  is  the  method 
followed  by  the  '  Wholesale  '  at  Coblenz. 

58.  As  further  experiments  must  sooner  or  later   be   made 
„^,   .       ,,     ,  ,^^  ,       in  India,  some  account  of  this  *  Wholesale  ' 

The  AgncTiltural' Whole-  ,       *.  ^  „  i    •        -irvir^     i. 

sale'  at  Coblenz.  may  be  givcu.     it  was  lormed  in   1919   by 

an  amalgamation  of  the  three  '  Wholesales  ^ 
in  the  Ehine  Province,  and  is  a  good   example  of  the   tendency 
of  the  Imperial   and   Kaiffeisen   organisations   to   draw   closer 
together,  as  two  of  the    '  Wholesales '    belonged   to   the  former 
and   the   third  to   the   latter.     The   new   society   now  operates 
throughout   the    Rhin eland,    a   province    with   about    7  million 
inhabitants.     Its   paid-up   capital   of   £5,000^    is   divided  into 
1,000   £5  shares   which   carry   no  further   liability.     Dividend 
is   limited   to   5   per   cent.     Any  further   surplus  is  distributed 
by  way  of  rebate  which  the  first  year  amounted   o  half  per  cent. 
This  cannot   be  large  as  an  average  of  only  3  per  cent,  is  added 
to   cost  price.     So  far  as   possible,  societies  are  supplied  \Aith 
goods  direct  from  the  source.     Articles  which  cannot  be  ordered 
in  sufficient  bulk  are  stored  in  local  warehouses   of   which   there 
are   15   in   different   parts   of   the  province.     Goods  in  constant 
demand   are   kept  in   stock,   otherwise   the   indent     system    is 
generally   followed.     Societies    are   not   obliged  to   order  their 
goods   through    the   Wholesale.     The   manager  thought  this  a 
Uiistake,   as   there   was  nothing  to  prevent  societies  rui.ning  up 
accounts   elsewhere,    a    practice    likely   to   prove  embarrassing 
where  credit  has  to  be  given  and  a  limit   fixed.     The   extent   to 
which   credit   is   allowed  has   already   been  described.     Six  per 
cent,  is  charged  on  accounis  not  cleared  within  a  fortnight. 

*One  million  marks. 
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In  1919  goods  to  the  value  of  £500,000  were  supplied,  but 
5  to  10  per  cent,  of  this  was  on  account  of  non-members,  who 
are  allowed  to  deal  with  the  local  warehouse  though  at  a  higher 
rate.  Produce,  notably  potatoes,  is  sold  for  members  of  affi- 
liated societies.  This  is  done  if  necessary,  in  co-operation  with 
other  provincial  *  Wholesales '.  The  produce  to  be  sold  is 
concentrated  in  the  local  warehouse,  and  sale  is  effect  ed^at 
headquarters.  The  executive  committee  of  the  society  consists 
of  the  managers  of  its  four  different  departmeiits.  There  is  the 
usual  board  of  supervision,  and  once  a  year  a  general  meeting 
is  held  in  conjuction  with  the  central  bank.  The  president  of 
the  society  is  also  president  of  the  local  Raiffeisen  Union 
and  manager  of  the  centr.\l  bank.  In  this  way  the  triple 
organisation  of  banking,  trading  and  control  is  welded  into  a 
single  whole. 

59.  Whereas  the,  Raiffeisen  wholesale  societies  have 
Central  Or  snisation  Combined   to   form  an   apex    *  Wholesale  * 

at  Berlin,  the  other  'Wholesales'  have 
only  an  Information  Bureau.  Though  the  latter  has  no  funds 
of  its  own,  it  makes  occasional  purchases  when  unusually  good 
bargains  are  to  be  had.  This  can  be  done  as  firms  usually  allow 
2  or  3  weeks'  credit,  and  the  goods  are  disposed  of  at 
once.  For  obvious  reasons  it  is  not  an  example  to  be 
followed. 

60.  1  come  now  to  co-operative  sale.  It  is  proverbially 
«a'e  societ'es  ^^®  most  difficult  form  of  agricultural  Co- 
"  (a)  Their  extent.            Operation,   and   only     where     organisation 

is  good  and  co-operative  spirit  strong 
can  it  be  safely  attempted.  This  is  the  experience  of  Germany 
as  of  every  other  country.  Before  the  war  co-.operative 
sale  was  developing  fast.  In  1914  the  sale  of  grain  and 
potatoes  ran  to  six  or  seven  million  pounds.^  Since  the  war 
State  control  has  had  a  throttling  effect,  as  co-operator  and  non- 
co-operator  have  had  to  be  treated  alike.  Even  so,  in  1919, 
1,400,000  tons  of  grain  and  potatoes  were  sold.  A  more  serious 
difficulty  is  that  sale  is  now  easy,  demand  far  exceeding  supply. 
Before  the  war  markets  were  overstocked  and  Co-operation  was 
almost  a  necessity.  Co-operation  is  rooted  in  necessity,  and 
when  the  latter  no  longer  exists  interest  and  effort  slacken.  In 
a  village  visited  near  the  Rhine  the  wives  of  the  local  market 
gardeners,  like  the  Arain  women  of  Jullundur,  used  to  go  daily 
20  miles  to  Cologne  and  had  to  stop  there  the  night  in  order  to 
be  up  with  the  dawn  for  the  morning's  market.  ,  A  society  was 
started,  and  they  could  all  stay  at   home.     Now,    however,   that 

*Tbe  figure  for  the  Imperial  Federation  Wholesales  was  alone  nearly    £5,000,000. 
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vegetables  are  scarcer  the  purchaser  comes  humbly  to  the  village 
instead  of  staying  superciliously  in  the  town.  The  change  is 
excellent  for  the  cultivator,  but  bad  for  the  society  which  is 
going  downhill. 

A  clear  need  is  therefore  essential,   but  it    is  not  sufficient. 

There  must  be  good  management  as  well. 
manageiS'  ^'^^  °  The  importance  of  this,    already   stressed  in 

connection  with  supply,  cannot  be  exagger- 
ated. An  American  authority,  writing  of  co-operative  sale, 
states  that  nothing  has  done  so  much  harm  as  '  low-salaried, 
inexperienced  and  incompetent  managers.  '^  In  Germany, 
too,  good  managers  have  been  a  difficulty.  Many  granary 
societies  have  come  to  grief  because  the  inexperienced  local 
man  was  preferred  to  the  trained  man  cf  business.^  And  where 
good  men  have  been  appointed,  they  have  too  often  been  under- 
paid and  consequently  tempted  to  go  elsewhere.  Germany  being 
one  of  the  most  honest  of  countries  dishonesty  is  rare,  though 
as  we  have  seen^  not  unknown. 

A  further  point  to  be  emphasised  is  loyalty.     All  are  agreed 

that  it  is  vital  to  success,  but  authorities 
•with  the Sety7     ** '°^     differ     as    to    how     it    can    be    secured. 

Some  would  have  a  by-law  obliging  mem- 
bers under  penalty  to  deal  exclusively  with  the  society.  Others 
oppose  this  as  inimical  to  harmony  and  goodwill,  nor  do  they 
believe  it  could  be  enforced.  A  third  school  would  have  the  by- 
law as  a  reminder  of  obligation  and  as  a  weapon  to  be  used  in 
the  last  resort.  The  highest  authorities  are  on  the  whole  in 
favour  of  compulsion.  But  most  of  the  men  on  the  spot  are 
agreed  that,  by-law  or  no  by-law,  no  power  on  earth  can 
force  the  peasant  against  his  will.  Many  societies  have  a  by- 
law but,  outside  the  vine-growers  societies,  I  did  not  meet  a 
single  manager  or  president  who  had  a*"tempted  to  enforce  it. 
Good  business  methods,  fair  dealing  and  attractive  prices  are, 
it  is  said,  the  oaly  passport  to  a  member's  custom.  In  Bavaria, 
where  the  co-operative  sale  of  grain  is  carried  further  than  in 
any  other  part  of  Germany,  compulsion  is  now  considered  impos- 
sible. Creameries  are  a  partial  exception.  The  Raiffeisen  socie- 
ties apply  complusion,  but  not  the  others. 

In  considering  compulsion  different  kinds  of  societies  must 
be  distinguished.  For  the  supply  society  it  is  unnecessary. 
For  the  ordinary  sale  society  it  is  highly  desirable  but  difficult 
to  enforce.  For  the  creamery,  and  any  other  form  of  producer's 
society  requiring  an  expensive  plant,  it  seems  to  me  a  necessity, 
otherwise  a   disloyal   minority  can  place  the  wholie   society  in 

•  'Powell,  Cc-operaiion  in  Ajricalture,  p«^  7. 

»See  paragraph  67  (a), 
•Paragraph  54. 


72 

jeopardy  and  heavy  loss  mfty  be  incurred.  This  indeed  is  what 
has  recently  happened  to  many  creameries.  Milk  has  been  so 
scarce  since  the  war  that  almost  any  price  could  be  got  for  it  sub 
rosa.  Large  quantifies  have  therefore  been  withheld  from  the 
creameries  which  could  only  offer  the  rate  fixed  by  Government. 

61.     As   stated  in   the    introduction^    the   most  important 
-,.    .  o  ,  ,  ..   „  problem  confrontinof  sale  societies  at  present 

Direct  Sale  to tne  Consumer.       .      .,  ,.  (^         i        i         it 

IS  the   question    oi   sale   to    the    consumer 
(a)  Germany.  dircct.     The  rift  between  town  and  country, 

which  has  already  been  noted,  ^  makes  this   almost    a   necessity, 
and  it  is  indeed  the  only    way   to   prevent   both   producer   and 
middleman  from    exploiting   the   community.     We   have   long 
been   familiar  with   the   middleman   and   his   profiteering  ways, 
but  only  since  the  war  have  we   realised   that  the  producer  is  no 
better.     It  is  the  combination   of  the  one   with   the  other   that 
has  bled  the  consumer  white.     In   Germany  things   went  so  far 
that  the  town  threatened  to   invade  the  country,  and  in  one  or  two 
instances  I  believe  the  threat  was  carried   out.     It  is   therefore 
satisfactory  to  learn  that  in  many  places,  notably  in   Thuringia, 
a  beginning  with  direct  sale  has  been  niade.     In  the  Ehineland, 
too,  wine  and  butter  have  occasionally   been   sold,   and   the  ex- 
change of  potatoes  for  manure  in  Sechtem   will  be  remembered. 
From  Bavaria  comes  a  notable  instance.     A  granary   society  on^ 
the  Panube  recently  sold  60  wagon  loads  of  potatoes  to  a  number 
of  consumers'  societies    in   a   mining  district   150   miles   away. 
Eepresentatives  of  both  sides  met.     It  was   explained  that   the 
year  before  the   miners    did  not  get  nearly    enough   potatoes   (a 
serious  thing   in   a   country   that  could   only   get   meat  once  a 
week)   and   that  it  had  affected  their  output.      The  price  was 
accordingly   fixed  at  20  per  cent,  below  the  current   rate.     But 
cases  like  this  are  rare  and,  as  someone  expressed  it,  sale  to  the 
consumer   direct   is   still   *  in    the   Kindergarten  school.'       Its 
importance   though   is   realized   and    both   federations   are  bent 
upon  developing  it.     The  difficulty   is  the   absence  of  organisa- 
tion.    The  middleman  is  often  spoken   of  by   co-operators  as  a 
parasite  upon   society.     Actually   he  performs   a   necessary  and 
often  a  complicated    function.     His  elimination   is   undoubtedly 
desirable,  but  it  is  only  possible  if  an  equally   efficient   organi- 
sation   can  be    put    in    his   place.     Co-operative  *  Wholesales  ' 
exist  on  either  side,  but  a   bridge   is   needed    to   connect  them, 
The  joint  committee*  of  the  four  urban   and  agricultural  feder. 

*  Paragraph  12. 

'Paragraph  82.  In  France  too  there  are  signi  of  a  similar  rift  (see  Conaoher  and  Scott's 
Report  OD  Agrculture  Credit  and  Organisation  in  France,  1920,  pape  19*.  The  cleavage  is  indeed, 
a  striking  effect  of  the  war  through  a  large  part  of  Europe.  It  is  most  marked  in  Kussia  where 
ifhas  been  sharply  accentuated  by  the  revolution— Be/?or<  of  thi  Committee  ito  eollipt  informa- 
ti»H  «•  Buteia,  1921.  page  110. 

*3«e  paragraph  26. 
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ations  is  a  preliminary  step  in  this  direction,  but   a  single  plank 
is  not  enough  to  span  the  gulf. 

Though  in   Italy   even   less   has  been   done   than   in    Ger- 
many, circumstances    are   in    one     respect 
^ '      ^'  more  favourable,  for  whereas   in    Germany 

producer  and  consumer  belong  to  different  federations,  in  Italy 
they  are  ultimately  united.  ^  Italy's  great  disadvantage  is  her 
lack  of  organisation.  This,  however,  she  is  endeavouring  to 
create,  and  if  she  succeeds  she  may  yet  be  the  first  to  solve  the 
problem,  meanwhile  her  co-operative  farms  with  their  ever 
increasing  yield  give  her  an  opportunity  denied  to  most. 

In  Ireland,  as  in  Germany,  urban  and  -agricultural  Co- 
operation are  divided.  IJrban  develop- 
ment is  in  the  hands  of  the  Co-operative 
Union  (Manchester),  and  rural  in  those  of  the  Irish  Agricultural 
Organisation  Society.  These  two  bodies,  however,  also  as  in 
Germany,  are  united  by  a  joint  board  on  which  the  Irish  Agri- 
cultural Wholesale  Society  is  represented.  Imt  unlike  Germany 
the  latter  acts  as  '  wholesale '  for  urban  and  agricultural 
societies  alike,  though  this  means  little  at  present  as  the  urban 
movement  is  still  in  its  infancy.^  The  hope,  however,  is 
cherished  that  Ireland's  special  contribution  to  Co-operation 
may  be  to  show  how  producer  and  consumer  mav  be  reconciled. 
For  Co-operation  it  is  the  master  problem  of  the  future. 

62.     The  most  important  and  original  form  of  sale  society 
^     „  ^  ^     ^  ^  .      in  Germanv  is  the  co-operative   granary. 

A      Market-eardeners      Sale      mi  •     •      i      li         'j.i       '        A  a       i,       a 

Society.         "  This  IS  dealt  with   m   the   next   chapter. 

Milk  and  vine-growers  societies  are  also 
separately  treated.^  The  only  type  that  remains  of  special 
interest  to  India  is  the  market- gardeners  society.  There  are^ 
about  100  of  these.  The  one  I  propose  to  describe  is  20  years 
old  and  has  62  members,  all  residents  of  the  village  and  its 
immediate  neighbourhood.  Holdings  run  from  1  to  100  acres 
with  an  averasje  of  five.  Many  of  the  members  are  artisans 
who  cultivate  small  plots  in  their  leisure.  As  in  Sechtem,  no 
one  may  hold  more  than  one  share,  but  in  tJiis  case  all  profit 
goes  to  reserve  or  is  spent  on  objects  of  general  advantage. 
In  1917  £20  was  applied  to  the  purchase  of  fruit  trees  which 
were  distributed  amongst  the  members. 

When  the  society  was  started,  as  supply  exceeded  de- 
mand, it  was  no  easy  matter  for  members  to  market  their  pro- 
duce. That  gave  Co-operation  its  chance.  The  position  is  now 
reversed,  and  the  society  is  like  a  bundle  of  faggots  held  together 

*  See  paragraph  35. 

*  Smith  Gordon  and  O'Brien,  Co'Operation  in  Many  Lands,  pag;e  39. 
»  Chapter  6. 
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l)y  thread  instead  of  twine.  The  keenness  of  the  start  is  a 
thing  of  the  past.  The  worst  produce  is  invariably  brought 
for  sale,  while  the  best  is  often  withheld.  Some  members  even 
sell  entirely  for  themselves.  The  only  remedy  applied  is  to 
refuse  them  manure  which  is  scarce.  The  manager  would  like 
a  by-law  compelling  all  members  to  sell  through  the  society , 
but  people,  he  says,  are  demoraliped  by  the  war,  and  now  no 
one  will  have  it.  It  is  the  old  story  of  Co^-operation  and 
necessity.  The  necessity  has  vanished  and  no  one  wants  any 
longer  to  co-operate.  A  sale  society  is  between  the  devil  and 
the  deep  sea.  If  supply  exceeds  demand,  members  will  be 
loyal,  but  marketing  will  be  difficult.  If  it  is  the  other  way 
about,  marketing  will  be  easy  but  members  will  not  be  loyal. 
Before  the  war,  when  markets  were  overstocked,  the  rhubarb, 
gooseberries  and  beans,  in  which  the  society  chiefly  deals,  had 
often  to  be  sent  as  far  afield  as  Berlin,  nearly  400  miles  away. 
As  in  India  many  were  the  difficulties  of  transport.  A  typi- 
cal instance  is  the  case  of  a  wagon  load  of  fruit  and  vege- 
tables valued  at  £140  which  was  despatched  350  miles  to 
Munich.  The  purchaser  refused  to  take  delivery  as  it  arrived 
two  days  late  and  was,  he  said,  not  up  to  weight.  The  con- 
signment had  to  be  auctioned  and  fetched  only  £24.  Now 
that  sale  is  easy,  delivery  is  only  given  against  payment 
but  before  the  war  the  purchaser  had  to  be  humoured  and 
payment  followed  delivery.  On  one  occasion  a  wagon  load 
was  ordered  from  Berlin  on  finely  stamped  notepaper.  The 
man  proved  to  be  a  swindler  and  £200  was  lost. 

The  manager  said  it  required  three  full  years'  experience  to 
run  a  society  of  this  kind.  The  commttee,  of  which  he  is 
not  a  member,  meets  once  a  week  to  fix  prices,  but  appa- 
rently meetings  begin  and  end  in  talk,  and  no  one  is  any 
the  wiser  when  he  goes  away  than  when  he  arrived.  Members 
are  paid  for  their  produce  once  a  week,  but  always  a  week 
late.  .  On  October  16th,  for  instance,  they  will  be  paid  for  the 
first  week  of  the  mouth.  This  allows  the  produce  to  be 
sold  and  the  actual  price  (less  expenses)  to  be  paid.  It  also 
supplies  the  manager  with  cash  in  hand.  The  only  grading 
attempted  is  with  rhubarb  of  which  there  are  two  varieties. 
Systematic  grading  is  beyond  the  capacity  of  the  ordinary 
village  society.  Bad  stuff  can  be  refused,  but  little  else  can 
be  done.  Though  non-members'  produce  is  sold,  the  sale 
turnover  for  1919  was  less  tlian  £300,^  which  shows  the 
effect  of  easy  markets  upon  the  society.  The  society  is  in 
fact  a  good  illustration  of  the  difficulties  of  co-operative  sale. 
In  the  next  chapter  we  shall  see  more  of  this. 

160,000  marki. 
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GRANARIES. 

63.  Of  the  many  different  kinds  of  sale  society  in  Germany 

.  „    ,         there  is  none  so  remarkable  as  the   co-oper- 

Tlieir  Success  m  Southern         ,.  t         .ii     .i  ^         i-  p 

Germany.  ative  granary  ;   and,  with  the   exception  oi 

the  village  bank,  there  is  no  form  of  Co- 
operation that  has  a  more  special  interest  for  the  Punjab,  where 
the  marketing  of  grain  is  as  important  as  it  is  primitive.  An 
authoritative  account  of  granary  societies  is  to  be  found  in  Mr. 
Cahill's  report  on  Agricultural  Co-operation  in  Germany.  I 
shall  therefore 'do  no  more  than  give  my  own  personal  experience 
which  was  mainly  confined  to  Bavaria.  Nowhere  else  is  the 
movement  so  strong  or  the  small  society  so  common,  and  it  is 
fi'omthe  latter  that  India  has  most  to  learn,  the  larger  organisa- 
tions being  at  j^resent  beyond  her  reach.  I  also  visited  the  pro- 
vince of  Saxony,  but  granaries  have  not  done  very  well  there. 
Broadly  it  may  be  said  that  they  have  only  flourished  in  South- 
ern Germany.  The  reason  for  this  is  that  Southern  Germany  is 
not  only  a  stronghold  of  the  small  proprietor,  who  has  more  to 
gain  from  co-operative  sale  than  the  large  landowner,  but  it 
produces  more  than  it  consumes.  The  Rhine  province  is  also  a 
home  of  the  small  proprietor,  but,  as  it  consumes  more  than  it 
produces,  sale  is  easy  and  granary  societies  are  not  required. 
For  the  latter  to  succeed  they  must  be  established  in  an  export- 
ing area.     This  is  fundamental. 

64.  As  everybody  knows,  the  granary  society  is  one  which 

buys  and  sells  grain  and   is   equipped   with 
importanc»j.f  Combining     facilities   for    storasTC.     It   usuallv   has  an 

Supply     with    the    Sale   of  ,  .  ,   .  ~  .,  " 

Grain.  clevator,  and  m  some  cases  a   silo   or   corn 

cave ,  and  it  invariably  undertakes  the  sup- 
ply of  agricultural  requirements.  Experts  are  emphatic  that  the 
sale  of  grain  should  always  be  combined  with  agricultural  sup- 
ply. The  former  undertaken  alone  involves  too  much  risk.  Com- 
petition is  keen  and  the  margin  of  profit  small.  Occasional  losses 
^re  almost  inevitable.  Without  some  other  form  of  business  a 
society  may  be  brought  to  an  early  grave.  Thus  the  first  three 
societies  to  be  started  in  the  province  of  Saxony  were  in  great 
difficulties  till  they  took  up  supply.  Now  no  society  thinks 
of  doing  the  one  without  the  other. 
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65.     There  are  about   80     or    90     independent    granary 
Pcrmof  societ  societies  in  Germany.     The  majority  are  to 

be  found  in  Bavaria  and  Baden.  They  vary 
much  in  organisation  and  character.  Some  have  only  individuals 
as  members,  others  only  societies ;  others  again  have  both.  Some 
societies,  too,  like  those  in  the  province  of  Saxony,  embrace  a 
whole  district,  while  those  in  Bavaria  have  a  radius  of  only  10 
or  15  miles.  Not  infrequently,  especially  in  Bavaria,  an  ordin- 
ary co-operative  village  bank  will  build  an  elevator  and  add  the 
sale  of  grain  to  the  advance  of  loans,  finally  there  are,  as  in 
Munich,  Nuremberg  and  Halle,  central  banks  or  agricultural 
wholesale  societies  which  control  and  operate  a  number  of  up-to- 
date  granaries  distributed  over  wide  areas.  At  present  the 
future  'would  seem  to  lie  with  these. 

66.  The  reasons  for  this  are  the  reasons  which  have  led  so 

many  industrial  and   commercial  enterprises 
Tendency  to  large  ccn-     siucc  the  War  to  combiuc  their  forces.     The 

tralized  Granaries.  ^  .    ,  p       -i  •      j.* 

financial  resources  oi  a  large  organisation  are 
far  greater  than  those  of  a  small  society,  and  now  that  buildings 
and  machinery  are  almost  prohibitively  dear,  only  the  large 
central  societies  are  in  a  position  to  expand.  The  latter,  too, 
have  the  great  advantage  of  being  able  to  work  with  the  econo- 
my and  efficiency  of  management  that  modern  conditions  de- 
mand. Co-operatively,  however,  there  is  room  for  regret,  for  it 
is  in  the  smaller  societies  with  their  strong  local  ties  that  the  co- 
operative spirit  can  be  most  richly  developed.  Thus,  as  so  often 
happens,  material  and  moral  gain  are  opposed.  This  is  realised 
at  Munich,  and  it  is  accordingly  the  policy  of  the  Bavarian  Agri- 
cultural Audit  Union,  wherever  possible,  to  maintain  and  develop 
the  local  society,  and  only  to  replace  it  with  the  more  efficient 
organisation  of  the  central  bank  when  it  has  no  longer  any  pros- 
pect of  success. 

67.  It  must,  however,  be  confessed  that  the  tendency 
g^^^^.^  towards  centralisation  is  increasingly  difficult 

to  resist.  In  the  province  of  Saxony  it  is 
not  proposed  to  start  any  more^  local  societies.  In  Bavaria  the 
central  banks  at  Nuremberg^  and  Munich  have  spread  a  network 
of  142  granaries  over  the  whole  State.  Though  there  are  still  from  50 
to  100  village  banks  with  granaries,  barely  30  independent  granary 

'In  Saxony  the  contrast  is  not  between  the  Bmall  locikl  society  and  the  large  central  or* 
ganiiation,  but  between  the  latter  and  the  Urge  local  society,  which  is  apt,  at  it  develops,  to 
SMert  its  independence  of  Union  authority.  It  is  now  proposed  tliat  the  Agricultural  Wholesales 
Society  at  Halle,  the  capital  of  Sasony,  should  have  a  branch  granary  in  every  district  of  the  pro- 
TiDce.  At  present  there  are  only  6  local  granary  societies,  8  of  which  are  already  operated 
by  the  Agricultural  Wholesale  Society. 

*  Three  out  of  foar  of  the  granary  societies  affiliated  to  the  Nuremberg  Union  are  maneiged  by 
the  central  bank. 


(a)  Lower  Fraacooia. 
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societies  remain.  Ten  or  twenty  years  ago,  fostered  largely  with 
State  grants  and  loans,  these  societies  sprang  \ip  in  many  differ- 
ent parts  of  Bavaria,  bat  only  in  the  Upper  Palatinate  is  the 
movement  still  vigorously  independent.  Almost  in  spite  of 
themselves  the  central  banks  have  been  forced  to  swallow  np  one 
local  society  after  another.  The  danger  is  that  appetite  may 
grow  with  eating. 

The  case  of  Lower  Franconia  is  typical.  Of  the  dozen  societies 
*  started  there  only  three  or  fom*  survive. 
The  others  have  been  compelled  by  circum- 
stances either  to  sell  or  to  lease  their  buildings  to  the  central  bank 
at  Munich.  The  chief  cause  of  their  undoing  was  the  difficulty 
of  getting  a  good  manager.  Too  often,  the  local  man,  who  was 
appointed  because  everyone  knew  and  trusted  him,  lacked  the 
experience  and  capacity  indispensable  to  an  undertaking  requir- 
ing the  greatest  vigilance  and  care.  A  good  instance  is  the  case 
of  a  society  which*collapsed  because  it  was  started  and  managed  by 
a  priest  who  was  an  excellent  man  but  entirely  ignorant  of  trade. 

On  the  other  hand  in  the  Upper  Palatinate  there  have  been 
er  Palatinate  ^^^^  ^^®   casualtics,  and  25  to  30  granaries 

^  ^  *  remain.     The   reasons   for   their  better  suc- 

I  cess  are  instructive.  In  the  first  place  they  are  small  concerns 
and  therefore  comparatively  easy  to  manage.  The  people, 
too,  are  cautious  and  more  than  usually  capable.  Their  seed  for 
instance  is  widely  exported.  Supply  has  been  extensively  deve- 
loped and,  being  more  lucrative  than  the  sale  of  grain,  has 
provided  useful  ballast.  Moreover  the  Upper  Palatinate,  which 
marches  with  old  Bohemia,  is  far  away  from  the  large  grain 
markets  of  Munich,  Nuremberg  and  Ulm.  Co-operation  was 
accordingly  a  necessity  to  protect  the  producer  from  the  local 
_  dealer,  who  in  the  old  days  had  it  all  his  own  way,  the  more  so 
as  debt  often  placed  the  cultivator  entirely  at  his  mercy.  This 
point  is  of  special  interest,  as  the  first  ^  granary  society  to  be 
founded  in  the  Punjab,  if  not  in  India,  owed  its  origin  to  precisely 
the  same  conditions,  which  is  a  good  example  of  the  way  agri- 
cultural problems  repeat  themselves  in  different  parts  of  the 
world.  A  final  point  in  favour  of  the  Upper  Palatinate  is  the  ab- 
sence of  large  towns.  Por  a  society  purchase  is  often  as  difficult 
as  sale.  There  is  therefore  a  certain  risk  in  the  neighbourhood  of 
a  town  which  may  compete  with  the  society  for  the  cultivator's 
custom.  Even  so  strong  an  organisation  as  the  central  bank  at 
Nuremberg  finds  that  of  its  25  granaries  those  in  the  heart  of 
the  countiy  do  best. 

*■  At  Shakargarb  in  tbe  Gnrdaspar  District. 
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68.     The  financing  of  a  co-operative  granary  would  not  have 
heen   an  easy   matter  hut  for  t!he  generous 
assistance  given  hy   the  Bavarian   Govern- 
ment.    Most  societies  received  at  the  outset  not  only  a  loan  at  a 
low  or  nominal  rate  of  interest,  hut  also  a  free  grant.     Down  to 
1910,  when  the  numher  of  granaries  stood  at  156,  it  is  calculated 
that   these   advances   totalled  ahout  £60,000,  of  which  £10,000 
were  free  grants.^      Nearly  half  the  cost  of  the  granaries  huilt 
was 'defrayed  in  this  way.     The   balance  was  met  from  shares, 
and   with  money  borrowed  from   village    and   central    banks. ^ 
The  partial  or  total  collapse  of  a  large  number  of  societies  suggests 
that  Government  assistance   was  too  lavishly  given.     Some  help 
was  undoubtedly  necessary   in  the  initial   stages,  but  it  should 
probably  have  stopped  when  the  movement  emerged   from   the 
experimental  stage. 

69.     It  will  perhaps  give  a  clearer  idea  of  what  a   small 
T-    h  nrcuth  «ociet  granary     society   is    like     if   I   describe   a  \ 

irec  enrcu    ^ocie  y.       characteristic  society  of  th^  Upper  Palatinate. 
In  the  North-Last  of   Bavaria,  near  the  Bohemian  frontier,  is  the 
unpretending,   but   well-built    village  of  Tirschenreuth   situated 
with  its  800  inhabitants  in  an  undulating  country  of  meadow  land 
and  pine  woods.     In  1899,  to  free  themselves  from  the  bondage 
of  the  local  dealers,  eight  small  village  banks  of  the  neighbour- 
hood joined  together  to  found   the  granary   society   of   Tirschen- 
reuth.    Three   more  banks   have  joined   since,  and  now    about 
1,000  peasant  proprietors  are  indirectly  members  of  the   society. 
The  society's  area,  which  is  typical   of   Bavarian  societies,   is  a 
radius  of  10  miles   round   Tirschenreuth.     Each   member-society^ 
takes  a  single  share  of  £25  and  no  more.     Liability  is   unlimited. 
Recently  there  has  been  some  thought   of  limiting   it,  but  as   a 
good  deal  of  borrowed  capital  is  still  required,  the  present   form 
is  more  convenient.     It  is  claimed,  too,   that  unlimited   liability 
keeps  alive  a  keener  sense   of  responsibility  and  interest. 

The  year  after  it  was  founded  the  society   built   a  a   elevator 
which,  following  invariable   custom,  stands 
(o)    inance.  ^^  ^  siding  Icascd  from  the  railway.     This  is 

indispensable  to  allow  direct  loading  into  trucks.  The  elevator, 
which  holds  about  500  tons  ^  of  grain,  cost  £1,350.  To  meet 
this  heavy  expenditure  Government  made  a  grant  of  £125  and 
advanced  £700  at  1  per  cent.  The  balance  required  was  raised 
by  loan  from  the  member-societies  and  the  central  bank  at 
Munich.     The  present  financial  position  of  the  society  is   strong. 

*  Cahlll,  page  190.. 

*  Ordinarily  a   village  bank  in  Oermsny  will  only   lend  to  a  neighbooring  society  in  which  ite^ 
own  membon  are  interested. 

» About  13,600  mauuds.  -        ,*-. 
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All  but  £450  of  the  different  loaDs  has  been  repaid,  and  thanks- 
to  50  per  cent,  of  the  profit  always  being  carried  to  reserve  the 
latter  now  amounts  to  £1,100. 

All  grain  handled  by  the  society  is   bought   outright.     Sale 
,,,  „    ^        ^  ^  ,    .    on  commission   does  not  appeal   to   the   cul- 

(J)  Purchase  and  Sale  of       ,•       ,  ^r  •    ■•        i^'    j    -j.        2.  n     ±    i     a^ 

Grain.  tivator.     ALanv  societies  tried  it   at  first,  but 

all  have  had  to  give  it   up  as'  the   cultivator 
likes  to  know  exactly  how  he  stands  and  prefers  a  fixed  price  to 
the    uncertainties   of    a  fluctuating    market.^      Some   societies 
used  to  pay  their  members  the  full   market  price  on  the   under- 
standing that  subsequent  profit   or  loss   should  be  shared.     But 
since  1912,  when  there  were  heavy  losses,  the  system   has   been 
abandoned,   and  now   all   societies     buy     unconditionally.      At 
Tirschenreuth  prices  are  fixed  by  the  manager.     It  was  originally 
done  by  the  committee,   but  this  was  found  unsatisfactory.     In 
a  neighbouring  though  smaller  society  the  committee  still  do  it. 
The  margin  of  price  between  purchase  and  sale  before   the  war 
was  about  8  per  cent.     Now  it  is  less,  as  sale  is  controlled  by  the 
State. ^     The  staple  crops  are  oats  and  rye.     The  former  is  grown 
for  seed  and  is  in  wide  demand.     Members  bring   their   grain   to 
the  granary  themselves.     It  arrives  in  November'  and  December, 
and  in  normal  times  would   not  be   finally   cleared   till   April  or 
May,  when  the  elevator   is   thoroughly   disinfected.     On   arrival 
the  grain  is  cleaned  and  graded.     There  are  two  or  three  difiPerent 
varieties.     Bad  grain  is  not  rejected,  but  is    paid  for  at  a   lower 
rate.     The  results  of   gratiing  have   been   good.     Higher  prices 
have  been  secured   and   farming  has   improved.     There   are   no 
dealings  with  the  affiliated  societies  as  such  but  only    with  their 
members,  who,  however,  are  not  obliged  to  sell  their  grain  through 
the  society.     The  question  whether  compulsion  can  be  applied  in 
societies  of  this  kind  has  already  been  discussed.^    The  manager 
believes  it  to  be  impossible,  and  in  this   opinion  he  is  supported 
by  the  experience  of  the  whole  of  Bavaria.     In  the  first  year,  in 
spite  of  much  propaganda,  not  more  than   half  the   local   grain 
came  to  the  society.    The  following  year  the  proportion  rose   to 
two-thirds,   and   eventually  the  four  local  dealers  lost  their  entire 
trade  and  had  to  quit.     There  was  the  usual  struggle  first.     The 
dealers  tried  to  overbid  the  society,   but  the  society,  not  seeking 
profit,  could  work   on  a  finer   margin  of  rates.     Its   grain,   too, 
being  graded  was  of  a  more  even  quality,  and  .  was  soon  the  most 
popular  in  the  market.    Finally,  sale  was  greatly   facilitated  by 

*  Cf.  the  Maclagan  Committee  Report  which  recommended  commission  sale  in  the  case  of 
sale  societies,  page  11. 

«  Under  Strt*  control,  which  is  due  to  the  war,  all  gram  has  to  be  handed  over  to  the- 
local  official  agency  at  a  fixed  price. 

»  Paragraph  60  (c). 
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the  military  authorities  who  used  to  take  the  whole  available 
supply  of  fodder  oats. 

The  society  has  the  usual  committee  and   board   of  supervi- 
sion.   Six  members  belong   to  the   one  and 
(c)    anagemen  .  ^.^^  ^^  ^^^  olhcr.   This  allows  cvcry  member- 

society  to  be  represented  on  one  or  the  other.  Otherwise  a 
smaller  committee  would  admittedly  be  better.  In  the  case  of  the 
latter,  however,  two  members  are  sufficient  for  a  quorum.  Both 
bodies  are  honorary,  but  the  members  of  the  committee  get  a  fee 
of  12  marks  (about  a  rupee)  for  each  sitting,  as  many  have  to  come 
a  considerable  distance.  General  meetings  are  held  once  a  year, 
but  on  special  occasions,  when  a  lecture  or  an  address  is  to  be 
given,  100  or  more  will  attend.  A  sub-committee  of  two  mem- 
•bers,  chosen  one  from  the  committee  and  the  other  from  the 
board  of  supervision,  is  entrusted  with  the  annual  stocktaking 
^nd  with  an  informal  audit  of  the  accounts  which  must  be  done 
without  warning.  The  mor^  formal  audit  is  done  by  one  of 
the  Bavarian  Union's  officials  every  other  year. 

Thanks  to  good  management  the  society  has  fared  well.     In 
1914,  the  last  normal  year,  it  sold  4,200  tons 

^^   ^^^    •  of  grain  and  supplied  its  members  with   275 

tons  of  manures  and  feeding  stuffs.  Its  benefits  have  been  con- 
siderable. It  has  secured  for  the  cultivator  a  good  price  for  his 
grain,  prompt  payment,  a  constant  market  and  all  the  advantages 
of  a  well- equipped  elevator  within  easy  reach.  It  has  led  him  to 
improve  his  cultivation  and  has  enhanced  the  reputation  of  his 
seed.  It  has  also  assured  him  a  steady  supply  of  good  manure 
at  a  fair  price  in  place  of  unreliable  manvire  at  a  high 
price, 

70.    The    society    at    Tirsohenreuth    is    fortunate    in    its 

(c)  Qualifications  of  the     manager  who  is  both    an   agriculturist   and 
Manager.  ^  trained  man  of  business.     But  this   com- 

bination is  rare,  and  it  is  usually  a  question  which  type  should 
be  chosen,  the  agriculturist  who  has  no  knowledge  of  trade  or 
the  trader  who  knows  nothing  of  agriculture.  Eor  the  corn 
trade  the  latter  is  safer,  but  for  the  business  of  supply,  which 
deals  largely  with  manures,  it  is  better  to  have  an  agriculturist 
who  can  advise  members  on  their  purchases  On  the  whole,  as 
the  corn  trade*  is  the  more  difficult  and  risky  of  the  two, 
opinion  is  agreed  that,  if  a  society  cannot  have  two  managers, 
or  if  the  ideal  combination  in  one  man  cannot  be  found,  it  is 
better,  anyhow  at  the  outset,  to  have  a  man  who  has  some 
knowledge  of  trade.  It  is  an  advantage  of  the  larger  central 
organisations  that  they  can  usually  afford  to  employ  both 
together.  . 
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,71.     It  is  also  a  disputed  point  which   is   the   best  type   of 
„      ,       ^     .  X  society  for  selling  ffrain.     In  Bavaria  a  larsre 

Best  tvpe  of  society.  ,*'  o        •^^  i         i         i  . 

(a)  The  Village  Bauk.  number  01  Village  bauKs  have  granaries 
varying  in  capacity  from  25  to  150  tons.-^ 
Their  great  advantage  is  that  they  can  raise  capital  without 
difficulty  ;  their  disadvantage,  that  the  committee  and  board  of 
supervision  are  apt  to  confine  themselves  to  banking  and  leave 
the  difficult  business  of  grain  dealing  entirely  to  the  manager. 
This  is  a  drawback  which  would  be  particularly  serious  in  India. 
Tillage  Banks  should  therefore  not  be  encouraged  to  start 
granaries,  though  there  is  one  in  the  Karnal  district  which  has 
stored  and  sold  its  members'  grain  successf ally  for  several  years. 

If  village  banks  are  to  be   excluded,   independent    gran- 
,,     ^^     ^  ^      ^    ,     ary  societies   must  be  established,   and  here 

(5)      The     Indeuendent  •'.  ..  .        t-ii         o  r» 

Granary  Society.  •    again   opiniou    IS   uivided.     Somc   prefer    a 

society  consisting  entirely  of  individuals, 
others  one  like  Tirschenreuth  consisting  entirely  of  village  banks. 
The  objection  to  the  latter  is  that  it  interposes  between  producer 
and  consumer  an  unnecessary  agent,  namelj,  the  member-society 
which  has  to  be  given  a  share  in  a  profit  which  is  always  small. 
On  the  other  hand,  it  is  admirably  adapted  for  supply,  as  it 
facilitates  dealings  in  bulk  Societies  with  only  individuals 
as  members  also  have  their  drawbacks.  They  are  less  cohesive, 
members  joining  one  year  and  withdrawing  another  ;  they  can- 
not raise  capital  so  easily,  as  their  security  is  less,  and  they  are 
more  egoistic  in  aim  and  spirit.  Some  societies  compromise  by 
admitting  both  individuals  and  societies. 

72.    The   Society   at   Erding,   one   of  the  best  I  saw,    was 
„  ,.     „  . ,  of  this  tvpe.     Founded  in   1910   it  has   44 

Erdiog  Society.  i'*^n,  -,  ,  mi  ii 

members,  of  whom  14  are  village  banks  con- 
taining 40  to  150  members  each.  Well  over  1,000  proprietors, 
each  with  from  10  to  50  acres,  are  directly  or  indirectly  mem- 
bers of  the  society.  Unlike  Tirschenreuth  liability  is  limited 
to  three  times  the  value  of  the  share.  An  elevator  to  hold 
1,000^  tons  was  built  at  a  cost  of  £5,000.  It  stands  on  a 
railway  siding  which  is  the  property  of  the  society.  The  build- 
ing has  four  storeys  and  in  addition  a  large  basement  where 
artificial  manures  are  stored.  The  walls  are  of  cement,  as  are 
also  the  pillars  and  the  floor  of  the  basement.  The  rest  of  the 
building  is  of  wood.  The  grain  is  carried  to  the  top  floor  by 
electrically  driven  machinery  and  distributed  thence  throughout 
the  building  wherever  it  is  wanted.  In  1914,  2,400  tons  of  grain 
were  sold,  and  3,000  tons  of  manure   and  fodder  stuffs  suppled. 

»  About  700  to  4,100  maunds. 
*  About  27,000  maunds. 
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Wheat  ard  barley  used  to  be  graded  in  three  or  four  different 
varieties,  but  since  the  introduction  of  Sfcstte  control  with  its 
demand  for  quantity  rather  than  quality  this  is  no  longer  done. 
There  used  to  be  occasional  disputes  and  at  one  time  an  arbitra- 
tion committee  was  set  up  to  decide  them,  but  it  proved  too  slow 
for  the  purpose.  The  manager  now  decides  them  himself.  He 
also  fixes  prices.  Half  the  grain  handled  belongs  to  non-members, 
but  only  members  are  entitled  to  the  annual  rebate  which  is 
about  2  per  cent.  Non-members  are  also  supplied  with  manures, 
etc.,  at  the  same  rates  as  members.  Differentiation  was  tried,  but 
was  found  to  be  more  trouble  than  it  was  worth.  There  has 
never  been  any  bother  with  weevil,  for  wheat  and  barley,  the 
two  chief  products,  were  rarely  kept  for  more  than  3  or  4 
weeks. 

For  the  first  ten  years  all  profit  was  carried  to  reserve,  an 
example  which  Itdia  would  do  well  to  follow,  and  even  now  only  20 
per  cent,  of  it  can  be  distributed.  There  are  no  less  than  three 
reserve  funds  which  form  a  triple  barrier  against  loss.  In 
addition  there  are  special  funds  for  pensions  and  gratuities,  for 
the  improvement  of  seed  and  for  objects  of  common  good. 
Finance  is  so  well  regulated  that  a  large  holding  of  war  loan 
stock  has  fceen  written  down  by  20  per  cent. ;  and  a  recent  loss  of 
£500,  due  to  the  local  stream  suddenly  rising  and  flooding  the 
basement  which  was  full  of  manures,  has  been  met  without  serious 
inconvenience.  Considering  its  short  life  the  society  has  built  up 
a  remarkable  business.  For  this  both  patience  and  effort  were 
needed,  and  at  first  much  propaganda.  The  manager  told  me 
that  he  had  often  had  to  spend  three  or  four  days  a  week  touring: 
the  neighbourhood  for  this  purpose. 

73.    The  managers  of  the  societies  I  saw  impressed  me  with 
,   .  „  .  .  their  general  srood  sense  and   capacity.     The 

Inportant  Points—  .  ^  °  .  ^  o 

(a)  Tbe  Manager.  importance  of  sccurmg  a  good   manager   tor 

a  sale  society  has   already  been  emphasised. 
In  this  case  it  cannot  be  exaggerated. 

Expert  authority  also  laid  great  stress  upon  the  advantage  of 
„,^   _     .     .  maintaining  a  good  averasre  quality  of  graim 

(6)  Quality  of  gram.  ^  i.°  ^l.i,«i  °        • 

Co-operators  are  prone  to  thmk  no  gram 
too  bad  to  be  taken.  In  that  case,  if  bad  grain  cannot  be  rejected — 
managers  are  extremely  loath  to  do  this — it  should  be  scrupulously 
cleaned.  It  should  also  be  remembered  that  onco  a  society  gains 
a  good  reputation  for  its  produce,  sale  will  be  easy,  especially  to 
breweries  and  mills,  whose  custom  it  is  particularly  useful  to 
obtain. 
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A  further   difficulty  lies   in   the  fluctuations   of  a  market 
necessarily  dependent  on  world  wide  condi- 

(c)  Market.  Fluctuations.    ^    ^.^^^        r^^^^  .^    ^^^^  ^^^  ^g^2  foreign  COm- 

petition  compelled  large  sales  at  reduced  rates,  involving  many 
societies  in  substantial  loss.  Against  this  danger  the  only  safe- 
guards are  a  goDd  manager  and  a  strong  reserve.  The  latter  can- 
not be  built  up  too  fast.^ 

74.  Some  account  rnust  now  be  given  of  the   granaries   of 

.      the  central  bsnks  at  Nuremberg  and  Munich, 
GiSniiS.  ^^^  '  *°      ^"^     Their  tendency  to  grow  at  the  expense  of  the 

smaller  societies  has  already  been  noted.* 
Both  have  highly  specialised  departments  which  deal  only  with 
grain,  and  with  Iheir  142^  granaries  scattered  all  over  Bavaria 
they  command  a  strong  position  in  the  grain  market.  In  191,9 
the  Bavarian  Central  Bank  at  Munich  sold  as  much  as  280,000 
tons  of  grain. 

75.  To.  get  an  idea  of  its  system  I  visited  one  of  its   larger 
.X,   r- ,  ^  ^  ,  „   ^     OTanaries  at  Friedberg  near  Augsbursr.    The 

A   Typical  Central    Bank       o,  ..  r     ,■,  ^     .  j°^°  i 

Granary;  clevator  IS   01   the   most  modern   type   and 

was  only  completed  in  1917.  It  cost  £9,000 
and  holds  1 ,200*  tons  of  grain  and  is  equipped  with  16  silos,  each 
of  which  can  accc  mmodate  50  tons.  The  advantage  of  a  silo 
is  that  it  is  a  protection  against  damp  and  enables  the  grain  ta 
be  handled  with  the  minimum  of  labour  and  maximum  of  des- 
patch. A  1  cwt.  bag  can,  for  instance,  be  filled  and  weighed  in 
a  few  seconds,  both  operations  being  performed  by  the  same 
machine. 

As  usual  the  granary   serves   a   radius   of  about   12   miles. 
,  .   -o    ,    .     ,     ,        Thirty  agents,   most  of   them   members   of 

(a)     Purchasing  Agents.         in-,.  i  i      ,  i 

local  societies,  are  employed  to  purchase 
grain.  Each  agent  has  five  or  six  villages  to  work  in,  and  is 
supervised  by  the  manager  who  tours  for  the  purpose.  He  must 
be  a  man  of  local  influence  or  his  work  will  suffer,  and  he  must 
also  be  thoroughly  trustworthy  as,  following  the  custom  of  the 
trade,  no  security  is  given.  He  is  paid  a  small  commission  on 
his  purchases  according  to  weight.  This  will  be  slightly  higher 
if  he  uses  his  own  house  for  temporary  storage.  To  enable  him 
to  pay  for  his  purchases  he  receives  an  advance  of  from   £]  00  to 

*C/.  Appendix  (a). 
•Paragraphs  66  and  67. 

^AU  but  25  of  these  belong  to  the  Bavarian  Central  Bank  at  Munich.     28  are  small  granaries 
which  are  only  open  one  or  two  days  a  week. 

*The  central  bank  builds  3  types  of  elevators  holding — 

(a)       400—  500  tons. 

(6)       700—  SCO     „ 

(c)    1,000-4,000     „ 
The  recently  constructed  elevator  at   I.yallpnr,  the  only  one  of  its  kind  in  India,  is  a  good 
example  of  an  up-to-date  elevator. 
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£300  according  to  circumstances.  Maximum  rates  of  purchase 
are  fixed  by  the  central  bank  at  Munich,  where  too  all  sales  are 
effected.  Once  a  week  the  amount  purchased  is  reported,  and  no 
further  purchases  may  be  made  until  the  repoKs  of  all  the  accents 
have  been  considered  and  fresh  prices  fixed.  When  grain  is 
bought,  the  vendor  generally  undertakes  to  store  it  for  a  month 
or  so  to  allow  time  for  the  grain  to  be  sold  and  for  transport  to 
be  arranged.  Ordinary  disputes  are  dealt  with  by  a  local  arbi- 
trator, while  serious  disputes  are  settled  under  the  arbitration 
procedure  of  the  corn  market.  In  this  case  each  side  selects  an 
arbitrator  from  an  authorised  list,  and  if  the  two  arbitrators 
cannot  agree,  the  corn  market  appoints  a  referee  whose  decision 
is  final.  In  a  court  of  law  it  can  only  be  challenged  for  an  error 
in  form.  No  lawyers  are  allowed  to  take  any  part  in  the  pro  - 
ceedings.  The  procedure,  in  fact,  closely  resembles  that  in  force 
for  co-operative  societies  in  the  Punjab. 

In  1909,  4,000  tons  of  grain  were   handled,   of   which   over 
,  ^   .  2,000  passed  through  the  elevator.     In  addi- 

(l)     Extent  of  Business.  ,.  ^     ,,  Kr\r\     r  si  i.    i.  j^  • 

^  '  tion  another  500   tons   oi   potatoes,   turnips 

and  hay  were  also  sold.  No  difference  is  made  between  co-opera- 
tors and  others,  but  it  is  now  proposed  to  supply  the  former  with 
their  agricultural  requirements  at  a  cheaper  rate.  The  six- 
monthly  balance  sheet  has  twice  shown  a  small  loss.  This  indeed 
is  inevitable,  as  the  margin  between  purchase  and  sale  is  not 
more  than  3  per  cent.  On  the  other  hand,  the  balance  sheet  of 
all  the  central  banks'  granaries  taken  together  has  invariably 
shown  a  profit. 

The  paid  staff  consists  of  a  manager   On   only   £60   a  year. 
^     There    is    no    local   committee,   but  each^ 

(c)     Management        and       :\'  l   •   i.     •        -xy  ••  xj  xi 

Control.  district   lu   j3avaria  is   represented  on   the 

central  bank's  board  of  supervision,  and 
the  local  representative,  usually  a  substantial  landowner  or 
occasionally  a  priest,  is  expected  to  visit  each  granary  in  his 
circle  two  or  three  times  a  year  without  notice.  He  has  also  to 
do  the  stock  taking  twice  a  year.^  For  all  this  work  he  gets  no 
more  than  five  shillings  a  day  when  on  tour. 

There  is  no  complaint  of  weevil  trouble  in  the  granaries  of 

M^weevu  ^^  central   banks.     At  present  the   grain 

is  cleared  too  fast,  and  in  any  case  the  danger 

is  reduced  to  a  minimum  by  the  use  of  re-inforced  concrete,  which 

*  There  nre  8  ia  the  State. 

*Tbe  following  deduetiooj  are  pre«oribed  for  annoal  depreciation  ;  — 

buildings        2  per  cput, 
furniture        10    ^ 
■acVt  20    „ 


85 

bas  taken  the  place  of  the  woodwork  so  extensively  used  in  the 
older  granaries.  A  further  precaution  is  the  scouring  of  the 
walls  every  year  with  a  preparation  of  sulphuric  acid  and  lime. 

76.     Enough  has  now  been  said  to  show  that  in  Bavaria 

Adrantages   of    Graaa-     at  Icast  the  granaries,  whether  ccntraliscd  OT 

riea  local,  havo  acliicved  their  purpose.      Grain 

dealers  have  lost  their  monopoly  and  have 
been^orced  to  pay  more  for  their  grain.  Superfluous,  and  not 
always  scrupulous  middlemen  have  been  eliminated.  Through  his 
society,  the  producer  can  now  sell  his  wheat  direct  to  the  mills, 
his  barley  to  the  breweries  and  his  oats  and  rye  to  the  military. 
Moreover,  he  is  sure  of  his  market  and  can  sell  as  he  pleases.  He 
no  lonsrer  has  to  deliver  his  grain  at  the  beck  and  call  of  a  dealer, 
but  can  bring  it  to  the  granary  when  he  likes.  There  he  finds 
people  he  can  trust,  or,  if  he  is  badly  treated,  he  can  complain. 
Last  but  not  least,  he  is  secured  a  regular  supply  of  good  seed  and 
thoroughly  sound  manure,  two  essentials  of  good  agriculture. 
The  movement  undoubtedly  owes  much  to  the  generous  financial 
assistance  provided  at  the  outset  by  the  Bavarian  Government^ 
and  to  the  extensive  purchases  of  the  military  department,  but  it 
owes  far  more  to  the  enterprise,  capacity  and  public  spirit  of 
those  who  have  laboured  so  successfully  that,  as  Mr.  Cahill  says, 
"  in  no  part  of  Germany  has  corn  selling  been  developed  to  the 
advantasre  of  small  landowners  to  such  an  extent  as  in  Bavaria  ." 

*£100,000  was  advanced  tj  the  Bavarian  Central  Bank  at  Munich  in  the   nineties,  to  develop 
its  grain  business. 
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CHAPTER  VI.— Sale  Societies—concluded. 

I. — Milk  Societies  in  Bavasia. 

77.  Milk  societies  naturally  suggest  the  co-operative  cream- 
„.,.   c  •  *•     •     n.        ery,  but  as  there  is  at  present  little  likelihood 

Milk   Societies    m    Qer-         «Vi.'     n  c  .ixi*  j^.xt 

aany.  01  this  lorm  01  society  taking  root   m  India, 

I  confined  myself  to  those  whose  principal 
object  is  the  sale  of  milk.  Of  these  there  wera  272  last  April 
(1921).  Bavaria,  Baden  and  Hanover  are  the  chief  centres,  but 
nowhere  is  the  co-operative  supply  of  milk  highly  developed.  So 
far  as  the  larger  towns  are  concerned,  it  is  a  problem  that  is  still 
unsolved.  It  is,  however,  one  of  the  problems  marked  down 
to  be  tackled  as  soon  as  the  present  State  control  of  the  sale 
of  milk  u  removed,  and  the  aim  is  if  possible  to  establish 
societies  that  will  sell  direct  to  the  consumers'  societies  in  the 
towns.  Meanwhile  for  us  in  India,  where  milk-selling  societies 
are  sfcill  in  their  ^  infancy,  and  where  the  problem  of  supplying 
the  more  important  towns  with  pure  as  well  as  abundant  milk  is 
becoming  increasingly  acute,  the  experience  of  Bavaria  may  be  of 
some  practical  advantage. 

78.  Bavaria  has  about   60   societies,    of  which   as    many 
g     .  as   41   were   started   last  .year  (1920).      At 

present,  as  everywhsre  else  in  Germany, 
the  problem  is  not  to  find  a  market  for  sale  but  to  increase 
supply  and  relieve  the  desperate  shortage,  which  in  most 
towns  last  winter  made  fresh  milk  almost  unprocurable  for 
anyone  who  was  not  a  small  child.  Before  the  war,  however, 
the  position  was  different.  The  supply  in  a  town  like  Munich, 
especially  in  the  holiday  season,  often  exceeded  the  demand 
and  producers,  scattered  and  unorganised,  were  at  the  mercy 
of  the  local  dealers.  The  first  societies  were  therefore 
formed  to  control  and  regulate  supply,  and  wore  equipped 
with  the  necessary  plant  for  converting  surplus  milk  into 
dairy  products ;  and  by  eliminating  two  or  three  unaecessary 
middlemen  and  dealing  direct  with  wholesale  vendors  in 
neighbouring  towns,  they  were  able  to  secure  not  only  a  better 
price  but  a  regular  market.  As  usual  the  local  dealers  did 
their  best  to  overbid  the  societies,  but  were  beaten  by  their 
cheaper  and  more  efficient  organisation.  The  milk  was 
handled  in  bulk  instead  of  in  detail.  It  was  delivered  cool- 
ed and  cleaned,  and  periodic  tests  secured  the  consumer  against 
adulteration.  Thus,  in  spite  of  supply  often  exceeding  demand, 
these  societies  had  no  difficulty   in   finding  wholesale   dealers 

*  Bengal  with  40  societiei  >•  the  most  advanoed  prorinoe. 


87 

who  were  willing,  for  a  fixed  price,  which  was  determined 
from  year  to  year,  to  take  the  whole  of  a  society's  supply 
whatever  the  amount.  In  this  way  one  of  the  two  great 
difficulties  of  a  milk  society,  the  difficulty  of  finding  a  constant 
market,  was  satisfactorily  overcome. 

73.     The   other   difficulty    w^as   fi.nance.      To  cleanse   and 
cool  the   milk     efficiently   and   to   convert 
^^°*"*^"  surplus    milk     into   curds   and   cream,   an 

expensive  plant  was  required  costing  (before  the  war)  from 
£1,000  to  £3,000.  Government  helped  with  grant  and  loan, 
and  unlimited  liability  secured  the  rest.  For  a  trading  society 
limited  liability  is  generally  better,  but  for  these  milk  so- 
cieties unlimited  liability  was  virtually  a  necessity.  One 
society  I  saw  of  less  than  100  members  had  been  able  to 
horrow  £2,500  from  the  local  central  bank.  This  would  have 
been  impossible  without  unlimited  liability.  Government 
assistance  was  given  in  the  form  of  loans  of  a  few  hundred 
pounds  at  2  per  cent.,  and  free  grants  of  £50  to  £100  would  also 
be  made.  But  owing  to  the  war  Government  can  no  longer 
assist. 

80.     Under   the   by-laws  members   are   obliged  to  sell  to 
the  society   only,   but  this   rule  is  not  very 
General  System.  ^..^.^^^  enforced.     At  the   Same  time   it  is 

(o)    compuiBory    Deli-     considered   a  useful   safeguard.     The  ques- 
''*'^'  tion   of  compulsory   delivery   in  sale  socie- 

^es  has  already  been  discussed,  and  the  conclusion  was 
reached  that,  for  a  society  with  an  expensive  plant  such  as 
an  elevator  or  a  wine  press,  some  kind  of  *  binding  rule  ' 
was  almost  essential.^  But  it  should  always  be  remembered 
that  in  actual  practice  efficient  management  is  more  effective 
than  compulsion.  The  milk  delivered  to  the  society  is  bought 
outright,  but  the  price  at  which  it  is  to  be  sold  for  the 
year  is  subiect  to  the  confirmation  of  a  general  meeting, 
and  the  whole  amount  is  paid  to  membera  less  a  small  de- 
duction for  expenses  and  reserve.  Before  the  war  only  mem- 
'bers'  milk  was  handled,  but  since  the  introduction  of  State 
control  no  distinction  can  be  made. 

Ordinarily   payment   is    made    irrespective   of   quality   or 

fat  content.     There  are   two     reasons   for 

'U^litconteuh  °^  -this.     Firstly  it  is  simpler,   and  in  a  village 

society  simplicity  is  one  of  the  cardinal 
virtues.  Secondly,  in  most  localities  there  is  said  to  be  little 
variation  between  one  member's   milk   and   another's.     To  this 


See  paragraipb  60  (c). 
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Lower  Bavaria  is  an  exception  owing  to  its  fodder  being  verjr 
variable  iji  quality.  Consequently  in  this  district  payment  is  made 
according  to  fat  content,  which  is  ascertained  twice  a  month. 
But  even  there  the  practice  is  being  given  up  in  favour  of  the 
less  laborious  system  of  treating  all  alike.  So  does  practice 
follow  the  line  of  least  resistance,  whatever  authority  and  principle 
may  say. 

Adulteration   is   guarded  against   by   more   or   less  regular 
(c)  Adulteration.  'applications   of  the    Gerber   test.      In   the 

more  efficient  societies  cases  of  adultera- 
tion will  be  reported  to  the  local  authorities  and  defaulters 
prosecuted.  Eor  a  first  offence  a  fine  of  £15^  can  be  im- 
posed, for  the  second  8  days  imprisonmfeni  Instances  of  this 
are  not  common,  "no  doubt  because  Co-operation  puts  a  man  upon 
his  mettle.  A  local  dealer  and  an  unknown  consumer  may  be 
considered  fair  game,  but  to  cheat  your  society  is  to  cheat  your 
neighbour  which  has  a  much  blacker  look.  It  is  one  of  the  best 
and  subtlest  effects  of  Co-operation  that  it  automatically  en- 
courages straight  dealing. 

Not  much  is  done  at  present  to  encourage  breeding  or  to 
weed  out  tLe  less  productive  stock.  In  the 
tivitL.^"""*"^'"  *""  district  of  Algay  a  record  of  each  cow's  out- 
put is  occasionally  kept  and  the  weaker 
cows  are  sold,  but  this  is  exceptional.  So  too  with  the  purchase 
of  cows  on  joint  account.  Usually  each  member  buys  for  hitr>- 
self.  More  common  is  the  co-operative  purchase  of  feeding 
stuffs.  Some  societies  deal  in  eggs  as  well  as  milk,  but  this 
again  is  rare. 

81.  At  Ebersberg,  a  village  of  less  than  1,000  inhabi- 
Ebersberg  Milk  Society  *^^*«  beautifully  situatcd  in  the  submontanc 
country  at  the  foot  of  the  Alps*,  is  a 
characteristic  milk  society.  It  was  founded  in  1912  with 
80  members  who  were  nearly  all  small  proprietors.  It  was 
a  long  time  before  they  could  be  persuaded  to  combine,  and  one 
village  had  to  be  visited  21  times  before  it  would  consent.  Now, 
however,  there  are  130  members  and  almost  everyone  within  a 
radius  of  3  miles  has  joined,  except  a  few  who  are  loyal  to  an  old 
established  local  agency.  The  members  own  648  cows  or  an 
average  of  5  cows  each.  Many  have  only  one  or  two,  while  others 
have  as  many  as  20.  The  daily  output  before  the  war  was  nearly 
900  gallons.  Now  it  has  sunk  to  260,  which  is  typical  of  the 
effect  produced  by  the  war  on  the  milk  supply  of  Germany.  Be- 
fore the  introduction  of  State  control,  the  total  output  was  de- 
Jivered  to  a  large  dairy   in  Munich,  28  miles  away,  at  a  fixed 

«  800  Marka.  , 
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price,  the  whole  of  which  was  paid  to  members  less  1  per  cent,  for 
expenses.  When  supply  exceeded  demand,  surplus  milk  was 
converted  into  curds  and  cream,  which  were  also  taken  by  the 
dairy  in  Munich.  Thus  the  society  had  no  difficulty  in  dispos- 
ing of  all  its  milk. 

Plant  and  equipment  cost  the  society  over  £1,000.  A  free 
grant  of  £75  and  a  loan  of  £300  at  2  per  cent.,  repayable  over 
10  years,  were  received  from  the  Bavarian  Government.  The 
balance  was  raised  from  the  central  bank  at  Munich  by  a  loan 
secured  against  thr  unlimited  liability  of  tlie  members.  As 
shares  are  equal,  each^member  taking  one  share  only,  no  dividend 
is  distributed.  Delivery  of  all  milk  not  required  for  home  con- 
sumption is  compulsory  under  penalty,  but  hitherto  no  penalty 
has  ever  been  imposed.  Before  State  control  was  introduced,  all  but 
10  or  15  per  cent,  of  the  available  milk  is  said  to  have  been  de- 
livered to  the  society.  Each  member's  milk  is  tested  once  a 
fortnight  for  purity,  and  for  this  purpose  a  dozen  tests  are  done 
daily.  Adulterated  milk  is  sent  to  Muaich  for  chemical  analysis 
and  offending  members  are  prosecuted.  There  have  so  far  been 
only  3  or  1  cases  of  this.  The  milk  is  brought  to  the  dairy  in  six 
conveyances  driven  by  members.  In  a  neighbouring  society" 
each  member  takes  it  in  turn  for  a  week  to  collect  and  deliver 
all  the  milk  of  his  fellow  members  in  the  same  village. 

Two  definite  advantages  have  been  secured  by  the  society, 
firstly,  a  better  price  estimated  (before  the  war)  at  an  increase  of 
over  25  per  cent.,  and  secondly,  a  constant  market.  The  consumer 
on  the  other  hand  gets  purer  milk.  The  society  at  Ebersberg  was 
started  with  difficulty,  but  it  did  so  well  that  when  three  years 
later  it  was  proposed  to  form  another  so3iety  in  a  village  5  miles 
away,  60  members  joined  at  the  first  meeting.  Both  these  socie- 
ties have  local  men  as  managers.  In  one  case  the  manager  is  the 
sole  paid  official.  In  the  other  he  is  assisted  by  his  wife.  This 
couple  is  paid  the  modest  sum  of  rather  less  than  £1-0  a  year 
plus  free  house,  light,  milk  and  fuel. 

II. — Vine-growers  Societies. 

82.     So  far  I  have  dealt  only  with  the  ordinary  form  of  sale 
T,.  .      ._.„  .       society    which   sells   the    produce   it    buvs. 

Their     significance     for  i     Ji  •  i    ^  ^    ^  -n       .      .'. 

India.  Whether   gram,    vegetables   or   milk,  m  the 

form  in  which  it  is  received.  I  come  now  to 
the  more  advanced  type  which  before  sale  converts  its  members* 
produce  into  something  radically  different.  The  vine-growers 
society  is  a  good  example  of  this,  as  grapes  are  bought  and  wine 
is  sold.  At  first  sight  such  a  society  can  have  only  an 
academic  interest  for  India,  as  India  is  unhappily  no   country  for 
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•grape  and  vine.  On  the  other  hand  cotton  abounds,  and  like  the 
grape  it  cannot  be  efficiently  handled  without  expensive  machi- 
nery, nor  can  it  be  sold  to  advantage  without  co-oporation,  as  the 
uncertainties  of  a  fluctuating  market  put  the  inexperienced  pro- 
ducer, when  he  stands  alone,  entirely  at  the  mercy  of  the  better 
informed  and  not  too  scrupulous  dealer.  Accordingly  a  brief 
account  of  the  vine-growers  societies  of  Germany  may  be  of  prac- 
tical interest,  the  more  so  ao  a  co-ope ra<tive  giuning  factory  has 
long  been  projected  for  the  Punjab. 

83.  At   the  end   of  1919  there  were  193  societies,  most  of 

which  are  to  be  found  along  the  Rhine  and 
its  tributary  valleys.  They  have  had  a  cheq- 
Tiered  history,  which  shows  that  even  in  so  efficient  a  country  as 
Germany  success  cannot  always  be  achieved.  Before  the  war 
bad  vintages,  grape  diseases,  and  foreign  competition  (  French 
and  Italian  wines  were  becoming  increasingly  popular  )  reduced 
many  societies  to  the  verge  of  bankruptcy.  Prices  fell,  members 
were  found  to  have  been  overpaid  for  their  grapes,  cellars  overflowed 
with  unsold  wine,  new  cellars  had  to  be  acquired,  and  more  and 
more  capital  was  locked  up.  In  some  cases  bad  management  inten- 
sified the  crisis.  A  Union  of  15  or  20  societies  went  into  liquida-  -■ 
tion  with  a  loss  of  over  £100,001^.  Its  member  societies  were  only 
saved  by  the  Raiffeisen  Central  Bank  coming  to  their  rescue  with 
a  loan  of  £50,000  raised  largely  from  village  banks.  Incidentally 
this  is  a  good  instance  of  the  advantage  of  a  banking  system 
which  is  co-operative  in  spirit  as  well  as  in  form.  To  many  of 
the  vine-growers  societies  the  war  was  a  blessing  in  disguise,  for 
it  stopped  foreign  competition  and  raised  the  price  of  German 
wines  so  high  that  last  autumn  when  i  was  in  the  vine- 
yards of  the  Ahr  and  the  Moselle,  every  society  was  once  more 
firmly  on  its  legs.^  The  future,  however,  is  uncertain. 
Some  think  that  there  are  bad  times  ahead,  and  it  may  well  be 
questioned  whether  the  bleaker  North  can  ultimately  hold  its 
own  unaided  against  the  sunnier  South. 

84.  Of  the  193  societies  that    existed  in  1919  all  but  16  had 
.  ^  unlimited  liability.     This  form   was  chosen 

(o7°LiabiSy/  for  precisely   the  same    reason  that  led  the 

milk  societies  to  adopt  it.  A  large  working 
capital  is  required  for  cellar,  cask  and  vat,  and  -0  to  90  per  cent, 
of  this  still  has  to  be  borrowed.^  As  the  ordinary  vine-grower 
commonly  owns  no  more  than  an  acre  or  two  of  vineyard,  he  was 
obliged  at  the  outset  to  pledge  his  enoire  rtjsources  to  raise  the 
necessary  funds.     These   were  obtained,  as  in  all  such  cases  in 

*  Qood  vriae  that  aied  \,^  ost  4  or  6   marki  a  battle  vnts  uot  to  be  had  under  50  or  60. 
*.  la  1919,  119  «ooietiei  owned  only  11  per  ceat.  of  tbeir  total  liabilities* 
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Germany,  from  the  local  village  or  ceatral  bank.  Thanks  to  the 
excellent  banking  system  which  has  alrealy  been  described,  no 
rural  society  in  Germany  need  suffer  for  want  of  funds,  as  money 
oan  always  be  raised  provided  security  is  good. 

Societies  are  usually  small.  I  saw  one  of  180  members,  but 
^..  J  g^^.^^  60  to  70  is  the  average.  Nowhere  in  Ger- 
and  Binding^Ruie.  ^'"^  ^  many  did  I  see  anything  more  like  our  Indian 
village  communities  than  the  compact  little 
slate-tiled  villages  set  in  their  vineyards,  a  mile  or  two  apart, 
along  the  banks  of  the  green  Moselle.  Members  are  bound  to 
bring  all  their  grapes  to  the  society  except  what  they  need  at 
home,  and  the  obligation  appears  to  be  enforced.  I  came  across 
two  or  three  instances  of  expulsion  on  this  account,  which  shows 
that  if  a  society  is  small  and  co-operative  spirit  strong,  a  binding 
rule  need  not  be  a  dead  letter. 

On  delivery  the  grapes   are   tested   for   sugar   content  by 
,  ,   „        .  r    ,TT.         a  committee  appointed  for  the  purpose,  and 

(*•)     Paytrent  for  Wme.         , ,  ,   S*-  j  •       i  mi  i, 

they  are  graded  accordmgly.  There  may  be 
as  many  as  JiO  different  varieties,  each  of  which  will  be  paid  for 
at  a  different  rate.  The  grapes  are  usually  bought  outright  and 
paid  for  at  the  market  rate,  or  at  a  price  slightly  below  it. 
When  the  wine  is  sold  a  further  payment  will  be  made^  but  the 
highest  price  obtained  in  the  neighbourhood  will  first  be  aS' 
certained,  in  order  that  at  least  as  much,  and  if  possible  more, 
may  be  paid  to  members.  Or  commission  sale  may  be  adopted, 
in  which  case  no  payment  is  made  till  after  sale.  Or  again 
the  two  methods  may  be  combined.  .It  Maysohoss  for  instance, 
a  village  in  the  wooded  valley  of  the  Ahr  which  boasts  the  oldest 
vine-growers  society  in  Germany,  founded  in  1863,  the  wine 
-is  paid  for  provisionally  at  25  per  cent,  bjlow  market  value,  and 
further  payment  depends  upon  the  price  realized  at  sale.  It  may. 
be  two  or  three  years  before  all  the  wine  is  sold  and  final 
payment  can  be  made.  Payments  are  not  made  in  cash  but  by 
credit  to  each  member's  account.  Members  can  draw  upon  their 
credit  as  they  please,  and  4  per  cent,  is  paid  upon  any  sum 
undrawn,  which  is  treated  as  a  deposit  at  call.  If  a  member 
requires  more  than  stands  to  his  credit,  an  advance  will  be  given 
on  next  year's  crop,  as  soon  as  it  is  clear  that  he  will  have  one,  up 
to  half  the  value  of  the  last.  Half  the  net  profit  goes  to  reserve , 
and  the  ether  half  being  usually  small  is  only  distributed 
once  every  three  years.  In  a  neighbouring  society  the  system  is 
similar  with,  however,  one  or  two  differences  which  are 
worth  noting.  When  the  provisional  price  is  fixed,  it  is  reported 
for  confirmation  to  a  general  meeting  at  which  all  members  * 
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accounts  are  made  up.  Five  per  cent,  is  deducted  from  the 
total  amount  due  and  put  into  an  insurance  fund,  which  is  the 
first  fund  to  be  drawn  upon  in  the  event  of  loss  After 
three  years,  if  there  is  no  loss,  the  amount  is  distributed.  Some 
societies  provide  against  loss  by  an  equalizatioa  fund,  which 
means  that  a  sum  is  set  aside  from  the  profi.ts  of  good  years  to 
make  up  the  deficiencies  of  bad. 

•  The  greatest  importance  is   attached  to  a  strong  reserve  and 
,,,   _  all  the  societies   I  saw   had   a  triple   line 

of  defence.  Two  even  had  a  fourth  barrier 
as  well.  The  subject  of  reserve  funds  is  so  important  that  it  is 
treated  separately  elsewhere.^  Meanwhile,  it  is  sufficient  to  say 
that  a  sale  society  with  heavy  commitments; — one  of  the  4  vine- 
growers'  societies  I  saw  had  over  300,000  gallons  of  wine  in  its 
cellars—  cannot  have  too  lare^e  a  reserve. 

85.     There   seems   little    doubt   that   these   societies   have 
^^  achieved  their  end.     As  with  granary  socio- 

^^"  ties,  marketing  has  been  facilitated  by  com- 

bination and  tillage  improved  by  grading.  In  the  old  days 
the  vine- grower  was  at  the  mercy  of  the  wine  merchant,  just 
.  as  the  peasant  proprietor  of  Bavaria  was  in  the  hands  of  the 
grain  dealer.  As  one  president  remarked,  pointing  to  a  queue  of 
members  100  yards  long  waiting  to  deliver  their  grapes  : — '*The 
crop  is  first  rate,  but  if  we  had  no  society,  the  market  would  be 
flooded  with  wine  and  we  should  all  be  forced  to  sell  it  for  an 
old  song."  Another  president  reckoned  that  members  get  10 
per  cent,  more  than  if  they  had  no  society.  The  benefits 
of  co-operative  sale  are  unquestioned,  and  it  makes  little 
difference  whether  it  is  milk  or  wine,  cotton  or  grain.  But 
equally  unquestioned  are  the  difficulties.  Co-operative  spirit 
must  be  stronger  than  in  any  other  form  of  agricultural  society, 
and  there  must  be  good  management  as  well.  These  are  the 
alpha  and  omega  of  success. 


}  Appendix  ^a). 
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CHAPTER  VII.— Two  Mortgage  Banks. 

86.     There  is  no  economic  problem  more  vital    to   India's 
*T    ./,   ,.x     prosperity   than  the  transformation  of  her 

Importance  of  Land  Credit.      ^        ^  j    i^i.  £  ij«i  <. 

^  mortgage  debt  irom  a  burden  into  a  source  of 

strength.  Mortgage  debt  is  only  to  be  feared  if  it  is  unproductive 
or  dear.  In  India  it  is  both.  It  is  therefore  a  millstone  round 
her  neck  instead  of  being,  as  in  Germany,  the  foundation  of 
her  development.  It  is  not  that  in  Germany  mortgage  debt  is 
low.  Proportionally  it  is  far  heavier  than  in  India,  but  it  is 
raised  at  4  instead  of  12  per  cent,  and  is  for  the  most  part  spent 
in  drawing  fresh  wealth  from  the  land.^  Had  India  the  same 
facilities  as  Germany,  she  would  be  able  to  borrow  at  7  or  8  per 
cent,  and  crores  of  rupees  would  eventually  become  available 
for  the  development  of  her  resources.  At  present,  so  far  as  I 
am  aware,  the  Punjab  is  the  only  province  which  has  a  mortgage 
bank  and  that  was  only  started  last  year.  Contrast  this  with 
Bavaria  which,  with  a  population  of  only  7  millions,  has  no  less 
than  8  banks  that  in  greater  or  less  degree  do  land  mortgage.  But 
B-ome  was  not  built  in  a  day.  Germany's  admirable  system  is 
th*»  result  of  150  years  of  experience  and  effort.  India,  there- 
fore, cannot  hope  to  solve  her  problem  in  a  year  or  two.  That, 
however,  is  an  argument  for  grappling  with  it  at  once. 

87.     The  problem  is  certainly  formidable,  for  land   credit 

„    rp    .  ,  T   .f  .•         ^s  ^  much   more   complicated   and  technical 

Two  Typical  Institutions.  «•    •       xi  j.t-        ^        i.  i  t,        . ,  ■.         ,  .  ^ 

affair  than  the  short  term  credit  with  which 
every  co-operator  in  India  is  familiar.  Though  much  has  been 
written  on  the  subject,  it  is  not  easy  for  the  ordinary  layman  to 
understand  precisely  how  a  land  mortgage  bank  works.  The 
following  detailed  account  of  two  typical  institutions  may  there- 
fore be  of  use.  The  two  selected  are  the  Agricultural  Credit 
Association  at  Dresden  and  the  Bavarian  Agrieultual  Bank  at 
Munich.  Both  are  in  effect  co-operative  societies,  and  both 
make  it  a  principal  object  to  assist  the  small  proprietor.^  Conse- 
quently both  are  of  special  interest,  as  in  the  Punjab  the  small 
proprietor  predominates,  and  it  is  through  a  co-operative  society 
that  the  first  experiment  in  land  credit  is  being  made.  The 
Association  at  Dresden  operates  throughout  the  old  Kino-drm  of 
Saxony  and  the  Bavarian  bank  throughout  Bavaria.  In  both 
States  holdings  tend  to  be  small,  in  Bsvaria  94  per  cent,  beinc^ 
under  fifty  acres  and  36  per  cent,  under  five.^ 

Like  the  co-operative  granaries  already  described  the   Bava- 

(o)  The  Bavarian  Agri-     riau  bank   owcs   its   Origin   to  the  agrarian 

cnitarai  Bank. crisjs  of  the  nineties  and   was  founded   ex- 

»  in  Prussia  alon?  agricultural  debt,  of  which  a  large  part  must  be  mortgage  debt,  amount- 
ed in  1902  to  £377  millions.  (Enquiry  by  Professor  Sering). 

*  The  Association  at  Dresden  is  not  actually  registered  under  the  Co-operative  Societieg 
Act  of  1839,  but  its  general  organisation  and  spirit  are  co-operative. 

»  For  Saxony  the  corresponding  figures  are  56  and  5  per  cent. 
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actly  25  years  ago,  in  1896.  It  has  25,000  members  of  wliom 
about  2,500  are  no  longer  in  debt  to  the  bank.  A  lOO-mark 
share  must  be  taken  for  every  5,000  marks  borrowed,  and,  as  no 
one  may  hold  more  than  1,000  sbares,  borrowing  is  limited  to  five 
million  marks.  ^  When  a  mortgage  debt  is  repaid  shares  are  re- 
turned, or,*if  it  is  desired  to  remain  a  member,  a  single  share  is 
retained.     Dividend  on  shares  is  limited  to  4  per  cent.* 

The  Dresden  Association,  which   was  founded  as  Jong  ago 
.   ,^    ,  ^        as   1864,    also  has  shares,   but  no  one  may 

(J)  The  Agricultural  Cre-       i     ij  ii  ^       mu  i. 

dit  ABsociation  at  Dreeden.  hold  morc  than  one."*  The  amount  pay- 
able depends  on  the  amount  borrowed  and 
varies  from  five  shillings  (50  marks)  for  a  loan  of  £25  (500 
marks)  to  £5  for  a  loan  of  more  than  £2,C00.  In  this 
case  there  is  no  limit  to  the  amount  that  may  be  borrow- 
ed ;  nor  is  there  any  limit  to  dividend,  an  example  which 
should  not  be  followed  in  India.  Another  and  an  impor- 
tant point  of  difference  between  the  two  associations  is  that  in 
Bavaria  liability  is  limited  to  10  times  the  value  of  the  share 
capital,  whereas  in  Saxony  members  pledge  their  entire  landed 
property.  No  business  enterprise  could  have  a  stronger  and  a 
wider  basis.  The  war  indeed  has  shown  that  the  security  of  land 
maybe  greater  even  than  the  security  of  Government,  A  re- 
markable illustration  of  this  will  be  given  later.* 

83.  At  the  outset  neither  bank  could  entirely  dispense 
with  Government  assistance.  The  Dresden 
association  was  given  a  cash  credit  of  £37,500 
to  facilitate  the  sale  of  its  bonds,  for  which  at  first  there  was 
little  demand.  But  four  years  later  the  account  was  closed,  and 
since  then  the  bank  has  been  self-supporting.  The  Bavarian 
bank  has  been  less  independent.  It  has  never  repaid  the  initial 
Government  loan  of  £250,000  with  which  it  was  floated,  and 
£50,000  of  this  is  still  free  of  interest.  In  1919  another  £17,000^ 
was  advanced,  also  free  of  interest  and  for  an  indefinite  period, 
out  of  the  profits  made  from  food  control.  It  was  a  condition  of 
this  loan,  a  condition  that  might  be  imitated  in  India,  that  the 
four    co-operative    central  banks  in   Bavaria  -should    advance 

^  Marks  1914  1921  (approx.) 


100  -  £S  10     shillings 

5,000  -  £250  £25 

5,000,000  -  £250,000  £25,C00 

*  For    an  abstract  translation   of  tlie   by-laws  see   Cabill's    Report,   p.   60.    The  more 
important  recent  amendments  are  given  in  the  account  that  follows. 

*  No  other  land  credit  association  has  sbares. 

*  Paragraph  92  {d).  . 
»  3,400,000  marks. 
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anther  £10, (  00^  at  3  per  cent.  In  spite  of  so  much  assistance 
the  bank,  till  recently,  has  never  had  as  much  capital  as  it  re- 
quired. It  has  no  deposits,  whereas  the  association  at  Dresden 
at  the  end  of  1919  hsd  20  million  marks.  The  contrast  be- 
tween the  two  institutions  suggests  that  Government  assistance, 
sparingly  given  in  the  one  case  and  lavishly  in  the  other,  has 
been  a  source  of  strength -in  Saxony  and  of  weakness  in  Bava- 
ria. If  this  inference  is  correct,  it  bears  out  the  general  con- 
clusion given  above  in  regard  to  State  help.^ 

^9.     Anyone  can  obtain  a  loan,  eren  though    agriculture   is 
^  ^  ^  ,      not  his  principal   profession,    provided   that 

Property    that    can     be       .      ^  ^       .      *-  ^         ,   ,  ,  ,*•  ^  , 

mortgaged.  m  Saxony  he  owns  not  less    than   1^   acres, 

and  in  Bavaria  he  has  enough  land  to  justi- 
fy an  advance  of  5C0  marks.  ^  House  property  is  only  taken  into 
account  in  so  far  as  it  is  required  for  farming.  Residential  and 
amenity  value  are  not  regarded,  nor  are  cattle,  implements  and 
other  agricultural  appurtenances.  The  basic  principle  is  that 
no  property  can  support  a  mortgage  which  is  not  immoveable. 
In  Saxony  this  is  applied  even  to  timber.  In  Bavaria  forests 
are  too  important  to  be  entirely  excluiei,  bat  they  can  only  be 
considered  when  insured  and  systematically  worked.  With  rare 
exceptions  only  first  mortgages  are  accepted.  In  Bavaria  a 
second  mortgage  will  only  be  taken  when  the  bank  holds  the 
first  mortgage.  If  a  loan  is  required  to  pay  ofi'  an  old  mort- 
gage, the  money  is  paid  to  the  mortgagee  direct,  either  by  the 
association  itself  or  through  one  of  its  local  agents.  If  the  maxi- 
mum loan  that  can  be  sanctioned  is  not  sufficient  to  clear  the 
old  mortgage,  no  loan  will  be  made. 

90.     Before  a  loan  can  b9  gireu  the  land   must   be   valued. 

Valuation  —  ^^^  importance  of  accurate   valuation  can 

(a)   lu  Saxony.  scarccly  be   exaggerated.     If    too   cahtious, 

credit  is  unduly  restricted ;  if  too  liberal,  the 

•  bank  is  endangered.     Each  association  has  its  own   method.     In 

Saxony  the  basis  is  the  land  tax.   Forty  times  the  tax  is  taken  as  the 

approximate  value  of  the  land,  and  advances  are- made  up  to  60  per 

cent,  of  the  amount.     As,  however,  the  tax  is  based  upon  a  land 

assessment  made  in  13^13  and  land  values  have  risen  enormously 

since,   more   will  be   advanced  if   desired.     In    that  case   some- 

reliable  member  of  the  association  living  in  the  neighbourhood   is 

asked  to  inspect  and  report  upon  the  land.    Sixty  per  cent,  of  his 

valuation  is  the  maximum  that  can  then  be  given,   but   to  guard 

against  loss  not  more  than  50  per  cent,  is  usually  allowed.    In 

^  Two  million  marks. 

*  Paragraph  50  (c). 

»  1914  :  £25,'now  atout  £2  :  10, 
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determining  the  precise  amount,  the  quality  of  the  land  and  the  gen- 
eral agricultural  conditions  of  the  neighbourhood  are  considered. 
These  can  be  readily  ascertained  from  information  available  at 
headquarters.  Information  of  this  kind  is  important,  for  without 
it  local  valuations  could  not  be  checked.  If  there  is  reason  to 
doubt  the  latter,  a  member  of  the  Council  of  Administration  is 
sent  to  the  spot  to  report.  But  on  the  whole  valuations  can  be 
trusted,  and  it  is  only  occasionally  that  local  influences  induce 
tco  generous  an  estimate.  The  association  has  about  300  spe- 
cial local  agents  called  "men  of  trust"  (Vertrauens manner), 
who  are  freely  used  for  the  purpose  of  valuation.  For  this  they 
only  receive  a  fee  of  a  shilling  or  two. 

In  Bavaria  no  attention  is  paid  to  the  land  tax,  which  is 
considered  too  mechanical  a  test  to  apply  to 
widely  varying  individual  circumstance, 
though  it  is  admittedly  a  convenient  practical  basis  till  the  ne- 
cessary local  knowledge  can  be  acquired.  Nor  is  much  advant- 
age taken  of  the  local  agent  who  is  only  used  in  doubtful  cases 
of  small  importance.  Eor  the  most  part  the  bank  works  through 
its  own  officials,  who  are  encouraged  to  go  to  the  spot  as  often 
as  possible,  in  ordei  that  they  may  acquire  the  local  knowledge 
which  is  regarded  as-the  only  sure  basis  for  accurate  valuation. 
When  land  is  inspected,  the  official  has  to  gauge  not  only  sale 
value  but  also  net  yield,  paying,  however,  more  attention  to  the 
former.  Net"  yield  is  naturally  difficult  to  estimate,  and  in 
Saxony,  with  some  show  of  logic,  it  is  ignored  on  the  ground 
that  it  varies  with  each  cultivator,  and  "that  in  the  50  or  60  years 
that  a  mortgage  lasts  the  cultivator  may  change  several  times. 
Neither  in  Bavaria  nor  in  Saxony  is  the  present  inflated  value 
of  land," due  to  a  grossly  depreciated  currency,  accepted  as  a 
basis  for  loans.  But,  whereas  in  Saxony  agents  are  specially 
instructed  to  value  at  pre-war  rates,  in  Bavaria  a  10  to  25  per 
cent,  increase  in  value  is  admitted,  as  it  is  assumed  that  prices 
will  not  return  to  a  pre-war  level.  On  the  other  hand  not  more 
than  50  per  cent,  of  the  total  value  may  be  advanced  which  is 
10  per  cent,  less  than  the  maximum  limit  in  Saxony, 

The  dominant  feature  of  both  systems  of  valuation   is    cau- 
(c)  In  indi  ^^^^  combiuod  with  accurate  local  knowledge. 

Of  the  two  the  Bavarian  system  is  likely 
to  be  the  better  adapted  to  India,  as  it  would  be  difficult  at  first 
to  find  a  sufficient  number  of  suitable  local  agents,  and  delay 
would  be  almost  inevitable.  In  Saxony  it  takes  no  more  than 
a  fortnight  to  obtain  a  valuation,  and  in  Bavaria  with  its  more 
bureaucratic  system  it  is  said  to  take  only  ten  days,  and  legs  if 
the  case  is  urgent.     But  India  could  hardly  expect  to  rival  this. 
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91.  Both  in  Saxony  and  Bavaria  the  local  agent  or   '  man. 
•  of  trust '  is  an  important  link   bet^veen  the 

^°  ■  bank  and  its  many  thousand  members.     lu 

early  days4fr-Saxony  he  was  generally  a  village  sohoolm\ster  or 
a  parish  priest,  but  the  spread  of  education  has  mada  it  possible 
to  use  the  small  proprietor  In  Bavaria  the  agricultural 
teacher  is  still  freely  employed.  Though  only  bare  expenses  are 
paid,  plenty  of  good  men  are  available  as  co-operative  spirit  is 
strong.  In  addition  to  making  valuations  they  assist  the  in- 
experienced cultivator  with  his  application,  and  in  Saxoay  they 
sometimes  accompany  him  to  the  bank  to  steer  him  through  the 
perplexities  of  mortgage  credit  formalities.  For  this  they  ,  re- 
ceive a  commission  of  Jth  per  cent,  of  the  loan.  In  India  a  simi- 
lar system  will  be  almost  a  necsssity  to  the  illiterate  cultivator. 

92.  We  come  now  to  the  crux  of  the  matter,    namely,   the 
^^^^  issue  of  bonds.  As  most  people  know,  this  is 

r  gage  on  .  how  land  mortgage  loans  are  financed.  They 

(o)  Their  Issue.  g^j-g  issued  in  scrics  Varying  in   value  froai 

£25,000  to  £50,000.  ^  This  is  done  for  convenience,  as  it  is  easier  to 
deal  in  a  series  than  in  an  indefinite  number  of  isolated  bonds. 
Like  any  other  type  of  security,  they  are  bought  and  sold  on  the 
stock  exchange  and  carry  fixed  rates  of  interest,  which  may  differ 
from  series  to  series,  but  are  the  same  for  all  the  bonds  of  a  single 
series.  Originally  in  Saxony  they  were  given  to  the  borrower  to 
negotiate,  bat,  when  it  was  found  that  this  put  him  at  the  mercy 
of  a  market  that  he  did  not  understand,  he  was  paid  in  cash.  Tais 
is  now  the  universal  system  and  the  only  possible  one  for  India. 

Neither  in  Saxony  nor  in  Bavaria  does  the  borrower  get   the 
,,x  T.  ,   ..        *     -a,       full  amount  of  his  loan.  2  per  cent,  is  deduot- 

(h)  Daductions      for   Ex-  ,„  ,.  ii/i  .\ 

•  pensM,  etc.  CQ  lor  expsuscs  and  stamp  duty  (-|  par  cent.), 

and  in  Saxony  there  is  a  further  deduction 
of  3  per  cent,  to  cover  any  possible  loss  on  the  sale  of  the  bonds 
issued  against  the  loan.  If,  for  instance,  the  current  market  rate 
for  bonds  of  a  particular  series  is  101,  only  93  per  cent,  will  be 
paid  to  the  borrower  in  cash.  2  per  cent,  is  deducted  for  expanses 
and  3  per  cent,  is  retained  till  the  whole  series  is  sold.  Thb  may 
take  three  or  four  years,  at  the  end  of  which,  if  the  total  price  ob- 
tained for  the  bonds  (less  the  2  per  cent,  deducted  for  expenses) 
exceeds  the  total  anount  paid  in  loans,  the  balance  will  be  credited 
to  the  members  concerned  in  proportion  to  their  loans  ;  or  if  there 
is  a  deficit,  which  however  is  rare,  their  accounts  will  be  debited 
instead. 

i  5  tj  10  million  marki. 


98 

For  the  first  two  or  three  years  both  banks  found  it  difficult 
/  M?-  w  n!ffln«if?«  *o  ^^^^  ^^^^^  bonds.     We  have   already   seen 

(c)  Early  Difficulties.  j.-i     i    >       a  at         ^-ai       •,,  *'.•. 

that  m  Saxony  the  difficulty  was  met  by 
obtaining  financial  assistance  from  Government.  In  Bavaria 
the  commercial  banks  were  given  a  specially  favourable  com- 
mission to  induce  them  to  do  their  utmost  to  sell  the  bonds.  Gov- 
ernment pressure,  too,  was  applied  to  Public  Trusts,  Local  Bodies, 
etc.,  to  buy  them.  Both  in  Saxony  and  in  Bavaria  the  bonds  have 
been  declared  Trustee  stock. 

In  Bavaria  the  bonds  have  fluctuated  little  in  value,   but  in 
/jx  «  !♦!?..   ♦•         Saxony  in  1870,  owing   to  the  Franco- Prus- 

{d)  Market  FIuctuationB.         .  ^j  ,         '-   ,,,^00  mt.  x 

sian  War,  they  fell  to  82 .  The  recent  war 
had  just  the  contrary  efPect.  The  bonds,  which  in  1914  stood  at 
97,  rose  to  113  and  in  October  1920  still  stood  at  108.  At  that 
time  war  loan  stock,  issued  at  98  and  carrying  a  higher  rate  of 
interest,  stood  at  77|.  This  remarkable  contrast  is  due  to  the  fact 
that  the  land  on  which  the  bond  is  secured  is  as  valuable  as  ever, 
•whereas  the  credit  of  Government  has  been  shaken  by  deprecia- 
tion and  defeat  to  its  foundations.  It  is  a  good  illustration  of 
what  was  said  above,  that  ultimately  the  security  of  land  may  be 
even  better  than  the  security  of  Government. 

It  is  a  fundamental  principle  in  the  issue  of  these  bonds  that 
^r>   ^       they    must     not     exceed   the    amount   on 

(e)  Cancelling  or  Bonds.        i       "^   i      *  t       i  ±  -. 

loan.  Accordingly,  as  repayments  are  made, 
bonds  of  a  corresponding  value  are  redeemed  either  by  purchase 
or,  if  they  stand  above  par,  by  annual  lottery.  In  Saxony,  till 
recently,  bonds  had  to  be  bought  in  by  lottery  at  par,  and  as 
their  price  generally  stood  below  par,  this  was  an  advantage  to 
the  bondholder.  Now,  however,  the  bonds  are  too  popular  to 
need  a  fillip  of  this  kind.  For  ordinary  mortgage  banks  it  is,  I 
believe,  laid  down  that  the  value  of  the  bonds  issued  should  not 
exceed  16  times  the  amount  of  their  paid  up  shares  and  reserve. 
Though  this  ratio  is  not  adhered  to  by  either  of  the  two  associa- 
tions I  am  describing,  it  might  be  prudent  to  do  so  in  India,  at 
least  till  experience  is  gained. 

93.     In  Saxony  there  are  two  scales  of  repayment.     One 

extends  over  59,   and   the   othei*  over   78 

K«pftymento£Loanf.         ycars.     In  the    first   case  2^ths  per  ceat.  of 

(a)  Amoriuaiion  System,     the  mortgage .  debt    is    repaid  each  year, 

in     the     latter     only     Jth.      in   Bavaria, 

subject  to  a  minimum  annual  rate  of  |-  per  cent,  which  takes   62  J 

._>  In  Bavaria  a  temporary  excess  must  be  covered  either    by    cash  or  by   Government  bonds  .^ 
Taloed  at  5  per  cent,  below  tholr  market  valne. 
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years  for  full  payment,  a  member  may  decide  for  himself 
the  rate  of  repayment.  This  rarely  exceeds  2  per  cent,  of  the 
loan.  Ihese  repayments,  which  are  made  every  6  months, 
are  credited  to  a  sinking  fund,  which  is  allowed  to  accumu- 
late at  comionnd  interest  till  sufficient  to  extinguish  the 
mortgage.  In  addition  to  principal  the  six-monthly  amor- 
tisation payment  includes  interest  on  the  loan,  now  4i  per  cent,  in 
both  banks/  and  a  charge  to  cover  the  costs  of  manage- 
ment. In  Bavaria  J  per  cent,  is  charged  for  the  latter,  but  in 
Saxony  not  more  than  roth  per  cent.  A  charge  is  necessary, 
as  the  rate  of  interest  paid  by  the  borrower  is  exactly  the 
same  as  that  paid  to  the  bondholder. 

A  loan   cannot    be    recalled,   except  in     special   circum- 
stances which  are  specified   in  the  by-laws, 
daff    R«p«y™ent    e  ore     Q^j^g^j^jiy  ^  speaking  they  are  circumstances 

threatening   the   security   of  the  loan,  but 
the   power  is  rarely,  if    ever  used.     It  is,  however,  a  necessary 
safeguard.       A   borrower   o-n  the  other  hand     may    repay  as 
soon  as   he   wishes.     But  in   that   case,   so     far  as   Saxony   is 
concerned,   a  repayment   made  before  it  is  due  must  be  made 
in  bonds,   and   the   bonds  must   be  of   the   same  series   as  the 
bonds  issued  to   cover  the    loan.      In  Bavaria,   cash  will   be 
taken   subject  to   six   months'  notice.      The  fullest  advantage 
of  the   privilege  has  recently  been  taken,  as  the  war  has  brought 
a   momentary   prosperity   to   the  farmer.     In   the  last  3   years 
the   Bavarian   bank  has  been  repaid  30  million  marks  before 
the  prescribed  date.     The* proprietor's     gain   is    even   greater 
than  appears,   as  these   30   millions     were     borrowed  in   gold 
and   have   been  repaid  in    paper.      It   is   estimated  that   the 
mortgage   debt  of     Bavaria     has  been    reduced  by  a  quarter. 
This   phenomenon   is   not     peculiar    to     Germany.      Probably 
every  country   in   Europe,   in   greater   or  less  degree,   has  the 
same   tale   to  tell.     It   is   not  that   war  and  rural   prosperity 
go  hand   in  hand,  but  war  paralyses  the  town    and    leaves*  the 
country  relatively  unscathed. 

In  these  circumstances,  as  can  be  imagined,  default   is  ra*e. 
In  Saxony  at  the  end  of  1919,  out  of  a  total 
ean   n.  ^^  £132,000  of  interest  duc  to  the  Associa- 

tion -only  £75  remained  unpaid.  But  even  before  the  war 
default  was  uncommon.  In  the  10  years  ending  with  1913  the 
average  number  of  auction  cases  in  Saxony  was  less  than  one 
per  1,000  borrowers.  Before  land  is  auctioned,  the  defaulter  is 
given  16  days'  grace,  at  the  end  of  which  a  reminder  is  sent. 
Failing  payment  within  8  days,  the  member  is  sued  and  1  per  cent. 

*  In  the  Bavaiian  bank  the  rate  may  not,  under  the  By-laws,  exceed  5  p.c. 
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penal  interest  is  levied.  Process  is  summary,  but  even  so,  if  the 
proceedings  involve  an  auction,  they  may  easily  last  six  months. 
When  for  good  reason  repayment  is  difficalt  or  impossible,  an 
extension  of  three  months  will  be  given.  If  more  is  needed,  a 
local  agent  is  asked  to  report. 

94.  In   addition  to   the  ordinary   mortgage  business   the 

Association    at   Dresden   makes    a   certain 

Short-term  Loans.  ,  p        i        i    j  i  i       i 

number  or  snort-term  loans  secured  by 
mortgages.  This  is  only  doue  when  a  loan  is  not  required  for 
more  than  two  or  three  years,  or  when  the  market  is  too 
unfavourable  for  the  issue  of  bonds.  la  that  case  the  loaa  will 
be  converted  into  a  long-term  mortgage  as  soon  as  conditions 
improve.  The  business  under  this  head  is  small,  and  iu  1919 
the  amount  outstanding  was  only  £32,000. 

95.  A  word  mnst  now  be  said  about  management.     The 

Bavarian  bank  is  organized   like  any   other 
anagemen  co-operative  socicty ;  that  is  to  say,  it  has]  a 

committee  and  a  board  of  supervision.  The  former  consists  of 
two  paid  officials.  The  organization  of  the  Association  at 
Dresden  is  more  elaborate.  In  addition  to  a  directorate  of  three 
paid  officials,  there  is  a  Council  of  Administration  and  a  joint 
committee  formed  of  the  directorate  and  the  council.  There 
is  also  an  entirely  separate  audit  committee  of  5  chosen  by  the 
General  Assembly  to  check  the  accounts.  In  Bavaria  the  dir- 
ectorate is  elected  by  the  General  Assembly,  but  in  Saxony  this 
is  done,  with  perhaps  greater  prudence,  by  the  council.  The 
members  of  the  latter  are  paid  a  fee  of  £5  ^  a  year.  In  Bavaria 
the  members  of  the  corresponding  board  of  supervision  receive 
only  their  bare  expenses.  Both  bodies  are  in  efPect  honorary. 
The  General  Assembly  is  held  once  a  year,  but  is  poorly 
attended.  At  Dresden  in  1919  only  53  out  of  15,000  members 
were  present,  and  at  Munich  not  more  than  40  or  50  come. 

96.  In   Bavaria,    owing  to   Government's   large  financial 
„'     „       . .  interest  in  the  bank,  there  is  a   State   Com- 

State  SoperviBion.  .     .  ^  1.1.       j     j.i  i.-  £    i.r. 

missioner  who  attends  the  meetings  or  the 
beard  of  supervision,  watches  the  bank's  dealings  in  bonds  and 
generally  controls  its  affairs.  The  Association  at  Dresden  is 
also  subject  to  supervision  of  a  similar  character.  Land 
Credit  is  too  complicated  and  the  interests  at  stake  too  important 
for  G  )vernment  to  remain  entirely  aloc'f.  This  applies  not  only 
to  Germany  but  also  to  Denmark,  Holland  and  Russia. '^  India 
<?an  hardly  expect  to  be  an  exception. 

*  1,000  matki. 

«  Smith-Gordon,  Co-operation  for  Farmert. 
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97.  Both  associations  advance  considerable  sums  t6  local 

,  ^     ,  „  ,.  bodies  -who  borrow  freely  for   roads,   water- 

Loans  to  Local  Bodies.  ,  tj*  i  -in  ii. 

works,  electric  scnemes  and  other  public 
works.  The  loans  require  the  sanction  of  GoTernment  and  are 
usually  made  for  80  years.  They  are  secured  against  the  entire 
resources  and  taxing  capacity  of  the  local  body  concerned  and, 
as  in  the  case  of  mortgages,  are  financed  by  the  issue  of  bonds^ 
In  Saxony  these  loans  are  almost  double  the  amount  advanced 
to  individuals  and  at  the  end  of  1919  totalled  nearly  £2  millions. 
It  would  add  much  to  the  utility  of  a  mortgage  bank  in  India 
if  this  form  of  credit  could  also  be  undertaken. 

98.  Together    the  two   associations   have     iadvanced   over 
-,  ,   ,  .„  .  £li  millions^  to  aerricultuiists.     The   Bava- 

Extent  of  Busiaess.  .2  ,       ,    .  ,  °    -,        1         ,    ..^k  u.       it 

nan  bank  claims  to  do  about  SO  per  cent,  of 
the  total  land  mortgage  business  of  Bavaria.  For  1919  the  com- 
bined profit  of  the  two  institutiors  exceeded  £4,000.^  The  stately 
premises  of  the  Dresden  Association  sufficiently  attest  its  pros- 
perity. The  Bavarian  bank  is  also  well  housed.  Good  housing  is 
indeed  a  marked  feature  of  the  larger  co-operative  institutions  in 
Germany.^ 

99.  The  Bavarian  bank  is  the  only  land   credit   institution 
T«,«.  f        *«.    ,• ..       in    Germanv    that   is  registered   as   a   co- 

operative  society.  This  lorm  it  finds  a 
little .  irksome.  Under  the  Co-operative  Societies  Act  of  1889 
not  only  must  every  society  have  shares  but,  subject  to  notice, 
every  member  can.  withdraw  with  his  share  when  he  likes.* 
lu  the  last  five  years,  owing  to  so  many  mortgages  being  prema- 
turely extinguished,  nearly  5,000  members  have  withdrawn. 
The  disadvantage  of  this  "is  obvious,  and  incidentally  the  return 
of  so  many  shares  involves  much  office  work  which  adds  to  the 
cost  of  management.  Shares,  too,  involve  dividends  and  the 
issue  every  year  of  25,000  dividend  warrants  is  no  light  task. 
On  the  other  hand  shares  bring  capital  which  may  be  badly 
needed.  The  directors  suggested  that  it  would  be  better,  either 
to  have  a  substantial  entrance  fee  without  shares,  or  equal  shares 
(each  member  holding  the  same  amount)  without  dividend. 
In  either  case,  to  obtain  capital,  members  might  be  obliged 
to  pay  a  special  commission  on  their  loans  or  a  contribution 
proportioned  to  the  amount  borrowed  and  repayable  on  the 
extinction  of  the  mortgage.  The  directors  added  that,  whatever 
form  is  adopted,  simplicity  was  essential.  The  costs  of  management 

*  SCO  million  marks, 

*  800,000  marks. 

'  Nowhere  in  Oermany  did  I  see  anything  in   any    way  corresponding   to  the   sxignoos 
^natters  occupied  by  the  Begistrar  and  his  stafE  at  Lahore. 

*  See  Appendix  (5). 
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depend  upoa  this,  and  incidentally  the  reserve,  which  can  only 
be  built  up  out  of  profit.  Under  their  by-laws  both  associa- 
tions have  to  carry  1 0  per  cent,  of  their^  profit  to  reserve.  Bat 
this  is  only  a  minimum,  and  the  Bavarian  bank  in  addition  to  a 
statutory  reserve  of  £3,000  has  a  special  reserve  of  over  £7,500.^ 

100.  In  Bavaria,  and  to  a  lesser  extent  in  Saxony,  the  chief 
,  . ,       ,    ,^        „     obieot  has  always  been  to   assist   the   small 

AsMstance   to   the    small  "       .    .  rni      in-        i   •       i    i  i  i 

Proprietor.  proprietor.     That  this  object  has  been  sub- 

stantially achieved  in  Bavaria  is  shown 
by  the  fact  that,  up  till  1912  (no  later  figures  are  available),  61 
per  cent,  of  the  total  number  of  loans  were  given  to  proprietors 
of  25  acres  or  less,  and  in  1919  6)  per  cent,  of  the  outstanding 
loans  were  for  sums  of  5,000*^  marks  or  less.  This  is  a  satisfactory 
record,  as  there  is  always  a  temptation  to  prefer  a  single  loan 
of  large  amount  to  a  number  of  small  loans  which  involve 
much  more  labour  and  expense. 

101.  An  all   important   question  remains.     Borrowing  has 
„_  ,        „  ^,  been  rendered  easy   and  cheap,  but  has  debt 

Effect  npon  Debt.  ,  ,  a  rv       m,  .  '         ,     . 

been  reduced  r  There  is  no  certain  answer 
to  this  question.  The  directors  of  the  Bavarian  bank  thought 
it  most  unlikely  that  debt  had  increased,  as  the  Bavarian  peasant 
has  a  healthy  fear  of  debt  and  always  does  his  best  to  be  quit  of 
it  as  soon  as  possible.  Moreover,  the  object  of  every  loan  has  to 
be  stated,  and  if  the  bank  is  not  satisfied  of  its  utility  or  neces- 
sity, the  loan  will  be  refu&ed.  In  Dresden  the  competition  be- 
tween the  different  banks  makes;  this  impossible.  In  India  it  will 
undoubtedly  be  advisable,  for  in  a  backward  country,  where  debt 
is  almost  a  habit,  cheap  credit  mu&t  be  controlled  or  it  becomes 
a  curse  instead  of  a  blessing.  A  good  safeguard  is  the  provision 
that  not  more  than  50  or  60  per  cent,  of  total  value  may  be  ad- 
vanced. A  minor  safeguard  is  the  rule  of  the  Bavarian  bank 
that  any.  loan  exceeding  £250  requires  the  sanction  of  the 
"board  of  supervision. 

102.  If  these  two  institutions  have  been  described  atexcep- 
,r':,n        tloual  leuffth,  it  is  because  the  organization 

Importance  of  Land  Cre-  «  ,.  o  ^        i  fi-c  , 

dit  to  India.  01  a  sound  systcm  01  land  credit  is  ot  urgent 

need  in  India,  Nowhere  is  the  need  greater 
than  in  the  Punjab  which  with  its  40,000  money  lenders  is  the 
most  usurer-ridden  province  in  the  country.^  Recent  enquiries 
show  that  the  agricultural  mortgage  debt  of  the  Province  can 
bardly  be  less  than  20  crores  of  rupees.*     The   bulk   of  this  is 


Ujl      million  marks. 
•1914  -         £960. 

1921  =         £26  (approx.) 

•Calvert,  Co-operation  in  the  Puniah. 
*£20  million*. 
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borrowed  at  an  average  rate  of  i2  per  cent.  A  proper  system 
of  land  credit  would  reduce  the  rate  to  8,  if  not  to  6  per  cent. 
In  Germany  the  reduction  has  been  from  7  or  8  to  4  per  cent. 
The  Punjab  might  therefore  ultimately  save  a  crore  of  rupees  a 
year,  which  could  be  applied  either  to  the  redaction  of  debt  or  to 
the  development  of  resources.  And  there  Would  be  the  further 
advantage  that  lending  would  be  controlled,  promiscuous  borrow- 
ing would  cease  and  unprodaetive  debt  would  gradually  dis- 
appear and  productive  take  its  place.  To  the  sceptic  all  this 
may  well  recall  UtOipia  rather  than  the  East,  but  15  years  ago 
few  thought  that  it  would  be  possible  to  free  the  cultivator  from 
the  immemorial  bondage  of  the  usurer.  Yet  in  many  parts  of 
India  his  power  is  already  shaken,  and  in  the  Punjab  aloae 
nearly  8,000  village  banks  stand  in  his  place.  The  problem  of 
personal  credit  has  in  fact  been  solved.  Now  it  is  time  to  tackle 
the  more  difficult  problem  of  land  credit.  At  the  outset  finan- 
cial assistance  from  Government  will  be  necessary,  as  it  wag 
with  the  first  village  banks.  But  eventually  there  is  no  reason, 
why  the  land  should  not  finance  itself.  One  reason  why  land  in. 
the  Punjab  fetches  an  almost  fantastic  price  is  the  absence  of 
good  investments  for  surplus  capital.  The  bonds  of  a  good  land 
credit  bank  sbould  help  to  remedy  this.  If  at  tbe  same  time,  a3 
has  been  urged  above,  ^  the  village  bank  is  made  a  reservoir  for  de- 
posits as  well  as  loans,  there  should  be  no  dearth  of  capital. 
Pinally,  a  properly  organized  system  of  land  credit  must  ulti- 
mately drive  the  moaey  lender  from  his  last  stronghold.^  There 
are  few  relationships  so  injurious  to  both  parties  as  that  of  money 
lender  and  borrower.  In  India  it  is  almost  invariably  demoraliz- 
ing, and  it  makes  little  differeoce  whether  the  money  lender  is 
a  bania  or  an  agriculturist.  It  is  only  when  lending  is  imper- 
sonal and  when  it  is  controlled  that  it  does  hot  do  harm.  The 
great  merit  of  co-operative  credit  is  that  it  satisfies  bosih 
conditions. 

^Parayrraph  6. 

"That  the  pr  oblem  is  at  once  important  and  formidable  is  showa  by  the  following  :— "  Money 
lending  is  tlie  largest  trade  in  tbe  province  ;  it  yields  profits  that  exceed  those  ^erivod  froaa  agrji* 
colture  ;  it  has  led  to  estrangement  between  class  and  class,  and  at  one  time  threatened  the 
ruin  of  the  Punjab's  one  big  industry  " — Calvert,  Co-ope'afion  in  the  Punjal,  page  5. 


104. 
CHAPTER  VIII.— Electricity  societies. 

103.  In  India  oiilside  tlie  larger  towrs  electricity  is   rarely 

available.  At  first  sight,  therefore,  it  would 
Eapia  iiifretse  5n  Ger-  ggf^^  superfluous  to  writc  of  electricitj  so- 
cieties. There  are,  however,  signs  that  as  the 
primitive  "  chiragh  "  has  given  way  to  the  kerosine  lamp,  ?o  the 
latter  will  eventually  hare  to  yield'to  electric  light.  Already  in 
-  the  Punjab  schemes  are  afoot  for  supplying  half  the  province 
T^ith  electricity.  The  example  of  Germany  shows  the  potential 
value  of  this  to  the  development  of  agric^ture.  K early  every 
agricultural  machine  I  saw,  whether  for  threshing  wheat,  cutting 
fodder,  hulling  rice  or  elevating  grain,  was  driven  by  electricity. 
Accordingly  it  is  not  surprising  to  find  that  in  the  last  10  yeats  a 
large  number  of  electricity  societies  have  sprung  up  to  supply  a 
need,  which  the  economic  consequences  of  the  war  have  only  in- 
tensified. As  a-result  of  the  war  everything  is  scarce  and  corres- 
pondingly dear.  Coal  and  oil  are  only  to  be  had  with  difficulty. 
Horses  and  draught  cattle  cost  fabulous  prices  and  wages  are  10 
times  what  they  were.  It  is  natural  therefore  that  Germany 
should  turn  to  her  hills  and  to  her  mountains  for  the  one  thing 
that  is  as  abundant  as  ever.  With  an  ample  supply  of  water 
power  and  with  the  electricity  that  can  be  generated  from  it,  the 
labourer  can  be  replaced  by  the  machine,  horse  and  bullock 
by  the  tractor  aid  the  oil  lamp  by  electric  light.  That  the 
process  has  already  begun  is  shown  by  the  fact  that  at  the  end 
of  1920  there  were  2,970  electricity  societies  of  which  1,701 
have  been  started  in  the  last  two  years.  Many  societies,  in 
lavaria  for  instance  15  out  of  53,  have  their  own  power  stations,, 
but  with  most  the  object  is  simply  to  provide  their  members 
lyith  electricity  which  is  obtaiied  from  a  central  power  sta- 
tion. This  is  the  fornd  that  might,  I  think,  be  introduced  into 
India  and  which  I  now  propose  briefly  to  describe. 

104.  To  secure  electric  light  two  main  operations  are  neces- 
ai.  Ti-  ♦  v  4-     o  .         sary.     A  eeneral  distribution  system  must  be 

The  DKtnbotion  System.  •'i.    j       °j  i    i  i.  i/      ^i.j.    j         -xi. 

erected,  and  each  house  must  be  fitted  witn 
an  installation.  The  former  is  always  done  by  the  society,  but  in 
Bavaria  the  latter  is  usually  left  to  members  to  arrange  for 
themselves.  In  that  case  the  society,  to  ensure  a  sufficient 
ioeasure  of  uniformity,  stipulates  that  only  certain  firms  shall  be 
dealt  with.  In  the  Rhine  Province  a  number  of  societies  under- 
take both  operations.  But  experience  seems  to  be  against  this  as 
it  involves  more  supervision  than  can  be  expected  of  the  average 
Bociety.  In  Bavaria,  when  the  distribution  system  is  complete, 
it  IB  often  surrendered  to  the  central  power  company  without  pay- 
ment. The  advantage  of  this  arrangement  is  that  all  maintenance 
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charges  devolve  upon  the  company  ;  its  disadvantage  that 
it  places  the  society  at  the  company's  mercy.  In  Bavaria  this 
is  not  considered  a*  serious  drawback,  as  electricity  supply  com- 
panies are  strictly  regulate  by  Taw.  In  the  Ehineland  on 
the  other  hand  it  is  the  rule  for  societies  to  maintain  their  own 
distribution  systems,  and,  unless  it  is  proposed  to  dissolve  a  society 
as  soon  as  the  cost  of  erection  has  been  recovered,  this  would 
seem  to  be  the  wiser  course. 

105.  If  the  system  is  surrendered,  the  cost  of  erection  is' 

recovered   from   members  by  annual   pay- 
•ymen  o    o« .  meuts,  which   uiclude   a   charge  for  interest 

and  extend  over  a  considerable  period.  Before  the  war  the  period 
fixed  varied  from  10  to  20  years,  but  oi^-ing  to  his  prosperity 
diaring  the  last  two  or  three  years  the  small  peasant  proprietor  has 
been  able  to  pay  much  faster  than  was  expected.*  Consequently  it 
is  impossible  to  say  how  long  would  normally  be  required  for 
full  payment.  In  the  Punjab  it  could  hardly  be  less  than 
15  or  20-  years,  except  perhaps  ia  districts  where  money  was 
unusually  abundant.  If  the  distribution  system  is  retained  by 
the  society,  the  problem  is  substantially  the  same  though  the 
method  is  different.  Capital  cost  has  not  to  be  recovered  as 
such,  but  every  year  allowance  must  be  made  for  depreciation. 
In  the  Ehineland  societies  are  recommended  annually  to 
write  off  5  per  cent,  of  the  original  cost,  which  means  that  the 
"Whole  will  be  paid  for  in  20  years.  A  good  example  of  this  is  a 
society  of  40  members,  which  in  1913  erected  a  distribution 
system  at  a  cost  of  £750  and  in  the  first  6  years  wrote  off  £200 
and  in  addition  carried  £90  to  reserve.  This  can  only  be  done  by 
fixing  a  fairly  high  charge  for  light  and  power.  Payment  for 
the  latter  is  r.ot  invariably  made  through  the  society.  When 
the  distribution  system  is  surrendered,  societies  usually  allow 
their  members  to  pay  the  company  concerned  direct. 

106.  Like  every   other    agricultural    co-operative  society 

^  which  requires  an  expensive  plant,  electri- 
City  societies  are  nnanced  partly  by  snare 
payments  and  partly  by  borrowing  from  the  local  village  or 
central  bank.  Occasionally  a  commuae  will  guarantee  a  loan,  'bui 
only  when  there  is  general  eagerness  to  obtain  electric  lisht. 
The  German  co-operative  banking  system  is  so  good  that  neither 
in  Bavaiia  nor  in  the  Ehineland,  the  two  areas  where  enquiry 
was  made,  has  any  great  difficulty  been  experieaced  in  obtaining 
funds.  Latterly  indeed  so  much  money  has  flowed  into  the  coun- 
tryside, that  many  societies  have  been  able  to  raise  a  substantial 
part  of  their  funds  from  their  members.  Figures  for  over  700 
societies  in  1919  show  that  about  70  per  cent,   of  their  working 
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capital  was  borrowed.  The  proportion  now  is  probably  much 
less. 

A  greater  difficulty  than  the  provision  of  funds  is  to  secure 
that  estimates  are  not  exceeded,  and  that  income  and  expenditure 
can  be  balanced  without  unduly  high  rates.  In  India  estimates 
are  proverbially  unreliable.  Accordingly  every  society  should  in- 
sist upon  having  its  estimate  guaranteed,  if  it  wishes  to  avoid 
serious  financial  embarrassment  at  the  outset.  Indeed  the 
various  financial  aspects  of  a  scheme  cannot  be  too  carefully  ex- 
amined, before  a  society  commits  itself  irrevocably  to  an  under- 
taking from  which  there  can  be  no  withdrawal.  A  creamery,  an 
elevator  or  a  factory  will  always  fetch  some  sort  of  price  if  they 
have  to  be  sold,  but  an  electrical  distribution  system  has  no  value 
apart  from  its  special  use.  The  greatest  caution  is  therefore 
required  at  the  start.  Eurther,  where  payment  for  light  and 
power  is  made  through  the  society,  the  charges  should  be 
pitched  sufficiently  high  to  cover  all  expenditure  and  leave 
something  over  for  reserve.  This  obvious  truth  would  hardly 
need  to  be  stated,  but  for  the  fact  that  in  1918  nearly  half 
of  the  700  societies  mentioned  above  worked  at  a  loss,  which  is 
mainly  ascribed  to  the  neglect  of  this  elementary  precaution. 
Too  often  the  committee,  influenced  by  popular  pressure,  is  led 
to  fix  a  rate  which  is  inadequate. 

107.  Liability  in  these   societies   is  usually   limited,  and, 
j^.  provided  share"  payments  are     substantial, 

"^'  this  is   generally  agreed  to  be  sound. ^     But 

if  a  society  is  small  or  members  poor,  unlimited  liability  may 
be  a  necessity  to  enable  a  sufficient  sum  to  be  borrowed.  This 
tendency  has  already  been  noted  in  connection  with  milk  and 
vine-growers  societies.  The  number  of  members  in  an  electri- 
city society  varies  much. from  place  to  place.  Some  iiave  barely 
a  dozen,  others  several  thousand  members,  but  the  average  runs 
from  60  tc  70.  ^ 

108.  A  detailed  account  of  a  society  I   saw  in  Bavaria  will 

serve  perhaps  to  bring  out  more  clearly  some 
.^^oi*karoUnenfeid  Qf  ^he  poiuts   explained  above.     Grosskaro- 

^'  linenfeld  is  a  long  straggling    ullage  of  800 

inhabitants  lying  within  sight  of  the  Alps,  mucb  as  Gurdaspur 
lies  within  sight  of  the  Himalayas.  But  for  a  small  factory  it  U 
entirely  agricultural.  In  1917  the  great  shortage  of  coal,  petrol 
and  l)enzine  led  the  more  eaerget  o  spirits  in  thi  village  to  try 
and  form  a  society  to  obtain  electricity  from  a  central  power 
station   in  the  mountains  1 7  miles  away.    There  were  the  ueual 

'  In  1919  only  11  percent,  had  anlimtted  liability. 
'  1 1.  1918  the  average  for  1,007  societieB  wai  69. 
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prejudices  to  overcome.  One  said  electricity  would  be  dearer  than 
oil,  ar  other  thnt  it  fvould  be  dangerous,  a  third  that  oil  lamps  were 
good  enough  for  him.  For  6  months  the  issue  was  doubtful,  but 
at  Jast,  aftf3r  half  a  dozen  public  meetings  had  been  held,  56  in- 
habitants agreed  to  join  and  the  society  was  launched.  It  has 
now.  102  members,  and  onlv  20  irreconcileaibles  hold  aloof.  Most 
of  the  members  are  small  proprietors,  but  they  also  include  the 
local  innkeeper,  2  blacksmiths,  a  hammersmith,  a  wheelwright 
and  both  priests.  School  and  church,  too,  are  both  lit  by  the 
society.  ^ 

The  first  step  was  to  conclude  an  agreement  with  the  nearest 
electricity  supply  company  and  link  up  the  village  with  its  cen- 
tral power  station.  The  contract  was  made  for  25  years  and  a 
distribution  system  erected  at  a  cost  of  £4.500.  This  was 
£1,400  in  excess  of  the  estimate,  a  point  which  is  worth  noting 
in  view  of  what  has  been  said  above  There  was '  much  grousing  * 
(viel  geschimft) .  said  the  secretary  oi  the  society  rather  ruefully, 
but  fortunately  there  were  no  withdrawals.  As  soon  as  the  in- 
stallation was  ready  it  was  surrendered  to  the  company,  which 
in  return  undertook  to  maintain  it  indefinitely  in  proper  order. 
The  society  has  therefore  no  further  expense  in  the  matter.  To 
meet  the  initial  cost  £1  shares  were  issued,  each  with  a  liability 
of  £100,  on  the  strength  of  which  a  large  loan  was  obtained 
from  the  local  viUage  bank  at  4 J  per  cent.  As  it  was  decided  to 
leave  members  to  deal  with  the  company  direct,  the  cost  of  the 
system  could  not  be  recovered  through  the  price  charged  for  con- 
sumption of  light  and  power.  Instead,  each  member  was  assessed 
at  £5  for  every  electric  lamp  put  into  his  house,  and,  if  he  had 
any  machinery,  at  £10  for  each  unit  of  horse  power.  The  sec- 
retary of  the  society,  for  instance,  installed  a  dozen  lamps  in  his 
house  and  was  therefore  assessed  at  £60.  In  addition  he  had  to 
pay  another  £40  for  the  installation  inside  his  house,  every 
member  being  left  to  arrange  this  for  himself.  His  total  bill  was 
£100,  an  amount  wluch  roughly  represents  what  most  members 
had  to  pay.  Altogethei-  .00  lamps  are  now  in  use  and  machines 
with  a  total  of  90  horse  power  are  driven  by  electricity.  Ten 
years  are  allowed  for  payment  of  principal  and  interest  at  4|  per 
cent.,  equal  payments  being  made  each  year  as  with  the  repay- 
ment of  a  mortgage.  During  the  last  two  years,  however,  mem- 
bers have  made  so  much  out  of  their  land  that  of  the  original 
£4,500  all  but  £180  has  been  paid.  Otherwise  this  would  pro- 
bably have  taken  nearly  EO  years. 

Very  little  now  remains  for  the  society  to  do.  The  distribu- 
tion system  has  been  surrendered,  members  deal  direct  with  the 
company  for  lighi  and  power,  and  nearly  every  one  in  the  village 
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has  joined.  When  the  outstanding  balance  of  £180  has  been 
recovered,  the  society  will  have  no  alternative  but  to  dissolve. 
Meanwhile  it  has  conferred  a  great  benefit  on  the  village.  The 
oil  lamp  has  been  almost  banished  ;  the  supply  of  light  no  longer 
depends  upon  a  distant  and  uncertain  market,  but  on  the  unfail- 
ing streams  of  the  neighbouring  mountains  ;  the  danger  of  fire 
is  appreciably  reduced,  and  the  smith,  the  wheelwright  and  the 
cultivator  can  now  use  the  most  up  to  date  machinery,  in  the 
last  case  to  the  great  advantage  of  the  land.  In  this  one  small 
society  are  admirably  con^bined  the  three  great  objects  of  agricul- 
tural Co-operation,  better  farming,  better  business  and  better 
living.  I  see  no  reason  why  in  the  more  prosperous  villages 
round  the  towns  like  Amritsar,  Lyallpur  and  Lahore,  the  ex- 
ample should  not  bo  followed. 
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CHAPTER  IX.— Craftsmen  Societies. 

109.    This  report  deals  mainly  with  agricultural  Oo^opera- 

tion,  and  so  far  only  this  side  of   the   move- 

The.Moveuient.  ^^^^  ,^^^  ^^^^    described.     lo    the    three 

following  chapters,  however,  we  must  touch  on  the  urban   move- 
ment, w&ich  is  too  important  for  India  to  be  entirely  ignored. 

Craftsmen  or   '  Handwerker '   societies,  as   they   are  called, 
were  started  20  years  ago  in  different  parts  of 
(o)   n   ermany.  Germany  on  Schulze-Delitzsch  lines,  though 

not  by  the  Schulze-Delitzsch  Eederation.     The  latter  held  aloof, 
distrusting  the  influence  of   Government,    which   promoted   the 
movement   in  the    hope    of   weaning   the   craftsman  from  his 
Liberal  tendencies.     At  the  end  of  19:^0  there  were  4,215  societies^ 
of  which    1,692     have   been    started    in   the  last   two  years.  ^ 
Urban  as  well  as  agricultural  co-operation   has  felt  the   spur  of 
the  ever  rising  prices,  and  the  craftsman,   like  the  peasant  pro- 
prietor, has  been  forced  to  combine  to   secure  the   material  of  his 
trade  at  a  price  that  he  can  pay.     Societies  are   not   very  large. 
In  1918  the  average  was  less  than  70.     But   business  is  oonsider- 
alle.     In  the  same  year  goods  to  the   value  of  weil   over   300 
million  marks   were   sold.     Pinancially   societies   appear   to   be 
strong,  for  they  own  35  per  cent,  of  their  working   capital.     Pro- 
gress is,  however,  chequered   with  failuie.     In  1918  11  per  cent, 
worked  at  a  loss,  and  in  1920  there  were  250  in  liquidation.^ 

In  Bavaria,  where  I  studied  the  movement,    there  are  about 
„, ,  ^      .  300  societies,  and   as   many  as  34   different 

(5)  In  Bavaria.  ..  ,•',         t        •  i.  j_ 

occupations  are  represented.  I  give  a  list 
as  it  shows  not  only  how  w'de  is  the  appeal  made  by  Co-operation, 
but  also  how  varied  is  the  effort-  needed  to  satisfy  even  the 
simpler  requirements  of' civilized  life.     The  societies  include  : — 


Bakers. 

Butchers. 

Grocers. 

Milkmen. 

Laundrymen, 

Barbers. 

Tobacconists. 

Hotelkeepers . 

Watchmakers. 

Bookb.nders. 

Brnsbmakera. 


Electrical  lastrnment  maketa. 

Shoemakers. 

Tailors. 

Weavers. 

Joiners. 

CarpenTers. 

Turners. 

Upholsterers. 

Painters. 

\^  indow-cleaners. 

Glaziers. 

jTrelHs  xakers. 


Fnrnitare  makers. 

Potters. 

Tanners. 

Saddlers. 

Stonecutters, 

Scaffolders. 

Tinsmiths. 

Lock  and  Coppersmiths. 

Wood  and  Coal  sellers. 

Wheelwrights. 

Bopemakers. 


All  these  different  occupations  have  separate  societies,  though 
only  the  tailors,   shoemakers  and  bakers   have   more  than  ten 

^Bnt  625  were  dissolved. 

*Some  of  these  were  doubtless  cases  of  amalgamation. 
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societies  each,  aod  all  but  three  classes  arc  represented  in  the 
single  town  of  Munich,^  which  is  as  iniportant  a  centre  of 
Co-operation  as  any  city  in  Germany. 

110.  Societies  in  Germany  are   of  two  main   types    which 
,  „   .  ,  are  often  combined,  namely  :  -— 

Types  of  Society.  ^ 

I      (o)  Supply  societies,  to  provide  members   with   their  pro- 
fessional requirements,  and 

(&)  Production  societies,  which  undertake  contracts  and 
distribute  the  work  amongst  their  members  who  are 
paid  a  fixed  wage.  A  few  of  these  are  pure  produc- 
tion societies,  that  is  to  say,  they  have  a  common 
workshop,  but  this  is  a  difficult  form  of  Co -operation, 
and  in  n.ost  proiuction  societies  the  member  works 
at  home. 

111.  Supply   societies  are  the   commonest  as  they  are  the 
-,^  „     ,   c  w  simplest  type.     In  1920  one   half   belonged 

The  Supply  Society.  j.     A*  /  rm      •     ^  i  i 

to  this  category.  Iheir  two  dangers  are  a  too 
(o)  Difficulties.  liberal  allowance  of  credit  to   members,  and 

a  speculative  tendency  to  buy  more  than  is  needed.  The  question 
of  credit  is  governed  by  much  the  same  considerations,  as  in  a 
rural  supply  society.  The  period  for  which  it  is  allowed  should, 
however,  be  shorter,  as  a  craftsman's  income  comes  in  more  steadi- 
ly than  a  farmer's,  and  theie  is  less  hold  upon  a  mac  living  in 
a  town  than  upon  a  man  in  a  village.  Very  few  societies  deal 
only  for  cash,  and  I  fear  that  neither  town  nor  country,  occupa- 
tion or  caste,  affects  the  universal  disposition  to  go  *  on  tick '. 
Even  more  important  than  the  question  of  credit  is  skill  in  pur- 
chase. The  crux  of  good  '  supply '  business  is  to  buy  well. 
Every  rural  supply  society  has  an  agricultural  wholesale  society 
behind  it  for  both  purchase  and  sale.  Many  craftsmen  societies, 
too,  have  Unions  which  perform  a  similar  function.  At 
Nuremberg  I  saw  one  that  supplied  70  tailor  societies  -scattered 
over  Southern  Germany.  But  most  societies  have  to  depend 
entirely  upon  themselves,  and  recently,  owing  to  a  sudden  slide 
in  the  market,  heavy  losses  have  been  incurred.  In  one  case  a 
tailors'  society  in  Munich,  which  will  shortly  be  described,  lost 
£6,000. 

Dealiogs  are  not  exclusively  with   members,   unless  neither 

warehouse    nor    shop   is    maintained.     The 

tendency    to    have     one  or    the    other  is 

increasing.     The      warehouse   is   s^enerally    preferred    as  it   is 

simpler,  but  the  shop  is  more  profitable.    The  tailors  usually 

^Population  is  600,000. 
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have  shops  for  articles  which  caanot  be  handled  in  bulk.  A 
thing»like  cloth  is  generally  supplied  On  a  commission  basis  to 
avoid  the  large  outlay  of  capital  that  would  be  required  if  it  were 
stocked.  The  same  applies  to  the  shoemaker's  leather  and  the 
baker's  flour.  Stock  is  checked  once  a  year  by  the  committee 
under  the  direct  control  of  the  board  of  supervision.  This  is 
coDsidered  sufficient,  provided  every  article  is  checked  and  a 
cursory  stocktaking;  is  occ^^sionally  done.  The  auditor  is  not 
expected  to  check  the  stock  as  he  has  not  the  requisite  know- 
ledge. For  tailors  it  must  be  done  by  a  tailor,  for  shoemakers 
by  a  shoemaker,  and  so  on. 

Audit   is   done   by   an   Audit  Union  of  craftsmen  societies 
precisely  similar  to  those   described  in  chap- 
^'^  ter    2.     In    1918   there    were    14  of   these 

Unions  in  Germany.  The  Bavarian  Unioo,  whose  headquarters 
are  at  Nuremberg,  is  one  of  the  largest,  and  early  this  year  (1921) 
had  over  300  affiliated  societies.  These  are  said  to  be  audited 
once  every  18  months,  and  it  is  reckoned  that  an  auditor  will  audit 
60  to  80  societit!S  a  year. 

112.     The  following  points,  stressed  by  the  President  of  the 
Mificeiiaueous  Points.  Bavarian  UnioH,  are  worth  noting  : — 

(1)  Shares  should  be  substantial,  but  no  one  should  be 
allowed  to  take  more  than  5  or  10,  as  a  large  shareholder  may" 
seriously  inconvenience  the  society  by  withdrawal. 

(2)  Borrowed  capital  should  not  be  more  than  thrice  the 
amount  owned.  It  is  a  weak  point  of  weavers'  societies 
in  the  Punjab  that  they  have  been  obliged  to  borrow 
so  heavily.  Last  year  they  owed  eight  times  as  much  as  they 
owned,  whereas  in  Germany  in  1918  the  correspondiag  ratio  for 
craftsmen  societies  was  less  than  two  to  one. 

(3)  Deposits  should  not  be  taken,  as  there  is  a  tendency 
to  invest  them  in  superfluous  stocji  or  to  use  them  fop  extending 
credit.     Not  all  societies,  however,   adhere  to  this  rule. 

(4)  No  non-member  should  ever  be  given  credit.  This  is 
plain  common  sense,  yet  it  is  surprising  how  often  the  rule  is 
broken.  ^ 

(5)  In  supply  societies  it  is  better  to  sell  at  market  rates 
and  give  a  rebate  than  at  cost  price  without  the  rebate,  for,  when 
prices  fall,  only  market  rates  will  be  possible,  and  if  this 
involves  loss  it  can  be  covered  by  the  profit  made  when  prices 
ar3  high.  But  if,  when  prices  are  high,  goods  are  sold  at  cost, 
i^  will  be  difficult  to  meet  any  loss  due  to  a  sudden  fall.  The 
best  authorities  are  nearly  all  on  the  side  of   market  price  cum 
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Tebatej   but  it  is   one  of  those   points  on   which   the   co-operator 
often  thinks  he  knows  better   than  his  expert  adviser. 

(6)  A  society  s  reserve  should  be  not  less  than  its  paid-up 
share  capital.  Till  then  20  to  25  per  cent,  of  the  annual  profit 
should  be  devoted  to  it,  and  thereafter  5  to  10  per  cent.  The 
importance  of  this  will  shortly  be  illustrated. 

(7)  Committees  are  no  longer  honorary  as  everything, 
including  time,  has  gone  up  in  value. 

113.     One  of  the   most  remarkable  societies  in  Munich  is 
a  combined  supply   and  production  society 

A  Tailor  Society.  of  1,200  mastcr     tailors,     some  of     them  con- 

Co)  Ita  Constitution,  siderable   employers   of    labour.     The    jour- 

neyman tailor  is  not  admitted.  There  were 
originally  two  societies,  one  founded  for  *  supply  '  in  1886,  and  the 
other  in  1916  for  '  production  '  to  take  advantage  of  the  large 
military  contracts  arising  out  of  the  war.  The  two  societies 
^^oined  forces  in  *1920.  They  operate  in  two  out  of  the  eight 
districts  of  Bavaria.  Within  the  same  area,  but  confined  to 
single  villages,  are  five  more  tailor  societies.  The  Munich 
society  is  of  the  usual  form.  Shares  are  £2-10-0^  each  and  must 
be  paid  up  within  three  months.  Liability  is  limited  to  twice  the 
value  of  the  share,  and  no  one  may  hold  more   than  ten  shares. 

.  A  shop  is   maintained  but  only  professional  requirements 
,,,  „      ,  ,.       ^  T         are     supplied.     When      I      saw      it     last 

(l)  Specnlation  and  Loss.       _-  i»i  ,       t      t  -iji 

November  it  was  overstocked  and  the 
value  of  its  goods  was  nearly  £5,000.  There  had  been  much 
speculative  purchase  at  inflated  prices  which  suddenly  fell,  and 
a  loss  of  £6,000^  was  the  result.  The  last  balance  sheet  showed  a 
loss  of  over  £2,000,  and  to  cover  it  there  was  only  a  reserve  of  £500. 
The  society  was  saved  from  disaster  by  its  sister  society  now  amal- 
gamated with  it.  The  latter' s  profit  for  the  year  was  sufficient 
for  a  dividend  of  90  per  cent.,  a  point  which  illustrates  one  of  the 
present  limitations  of  productive  Co-operation,  and  incidentally 
helps  to  explain  the  rise  in  the  price  of  suits.  As  most  of  the 
members  of  this  society  were  also  members  of  the  supply  society, 
the  profit  of  the  one  was  applied  to  meet  the  loss  in  the  other. 
This  was  not  the  first  .time  a  large  profit  had  been  made.  In 
less  than  three  years  of  war  300  per  cent,  was  earned  l^rom  military 
contracts.  In  the  unfledged  co-operator  the  profiteer  is  as  strong 
as  in  any  one  else. 

Dealings  in  the  shop  are  not   confined  to    members,  but  non- 

u)  Finance  members  get  no   rebate,   which  is   usually  4 

or-6  per  cent,  a  year.    A  member  is  allowed  a 

month's  credit  up  to  J  of  the   value  of  his  shares.     In  34   years 

»500  marks, 
•1,200,000  m»rk«.i 
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not  a  penny  has  been  lost  through  this,  a  fact  which  is 
,  attributed  to  the  searching  enquiry  made  before  a  member  is 
admitted.  In  August  1920  Ihe  society  had  £3,000  of  its  own. 
Arother  £9.000  had  been  raised  by  deposit,  mortgage,  and 
overdraft.  Deposits  are  only  taken  from  members  and  thera  is 
a  savings  bank  for  the  purpose.  The  premises,  which  cost 
£5,000,  have  been  mortgaged  for  £2,50C'.  More  has  been  spent 
on  them  than  was  altogether  wise,  as  it  is  a  sound  principle  that 
not  more  than  the  paid-up  share  capital  should  be  invested  in 
buildings. 

The   system    followed  in  regard   to   contracts  for   work  is 

characteristic     of  the    ordinary  production 

(rf)  Contract  System  «Dd     societv.     A  coutract  is   Undertaken  to   suD- 

its  Advantages.  i  /»  £2.  /^  j.      n 

ply  a  firm,  a  lactory   or  a   G-oyernment   de- 
partment with  so  many  suits  of  clothes.     The  work  is  distributed 
amongst    the  members  and   paid  for  at  a  fixed   wage,    which  last 
winter  (1920)  was   5-70  marks ^  an  hour.     Cloth  is  also  supplied 
but,  as  it  is  now  very  dear,  at  least  two  shares  must  be   taken  as 
security  against  default.     TheVork  is  done  at   home,   and  when 
finished   the   articles   are  the   property  of   the   society    which  is 
responsible  for   all   profit  or  loss.     Profit  is   distributed  once  a 
year  in  proportion   to   wages.     The   society   will  not   undertake 
the   sale   of  articles  made  by    members  on  their   own   account, 
fearing   the  competition   that  would    arise     if   members   were 
encouraged  to  compete   with  each   6ther   for  work.     One   of  the 
objects  of  the  society  is  to   secure  every   member  a  fair  share  of 
all  available  work.     This  is  more  to  the  benefit  of  the  weak  than 
the  strong,   but   it   is   the   special   property   of  Go-operation  to 
protect  the  weak   against   the   strong.     To  the   efficient  master- 
craftsman,   the   advantage   of  a  society  of  this  kind  is   that  it 
enables  him  to  hold   his  own   against  the   three-headed   monster 
of  ring,   trust  and  syndicate,   which  is  rapidly   swallowing  up  aU 
who   stand   for  themselves.     The  independent   master-tailor  is 
finding  it  more  and  more   difficult  ;o   preserve  his  freedom,   and 
is  gradually  being  forced  to   enter  the   service   of   others.     By 
joining  a  co-operative   society  he   does  not   entirely   escape  from 
service,  but   if  the   society  is  really  co-operative  and  not  another 
form  of  the  Trade   Union,  as   Italian   societies   are  apt  to  be,  the 
service   may  well  be   perfect   freedom.     There  are   five  or   six 
hundred  master  tailors  in   Munich  and   nearly  all  are  said  to  be- 
long to  this  society,  which  shows  that  it  satisfies  a   need. 

The  society  is  managed  by  an  executive  committee  of  fourin- 
, ,      ,,  ^      ,     eluding  the  manager  who  alone  is  paid.   There 

(e)        Management    and       .1,  tp  ••  i  •   ^ 

Peserro.  IS  also  a  board  of  supervision  which  meets 


*Les8  than  nx  pence. 
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^bout  once  a  month,  and  twice  a  year  there  is  a  general  meeting 
which  on  the  last  occasion  was  attended  by  480  members.  A, 
small  fund  of  £50  has  been  formed  to  help  impoverished 
tailors.  Owing  to  high  prices  and  shortage  of  raw  material, 
unemployment,  when  I  was  in  Munich,  was  acute,  and  I  was 
told  that  when  work  had  to  be  given  out  bf  the  society,  a 
queue  of  members  would  begin  to  form  as  early  as  4  a.m. 
There  are  two  formal  reserve  funds  and  a  third  for  taxes.  -^In 
addition  there  is  the  latent  reserve  of  undervalued  stock,  a 
feature  common  to  nearly  all  the  societies  I  saw  in  Germany. 
In  this  case  furniture,  etc.,  worth  50,000  marks  was  valued  in 
the  balance  sheet  at  a  single  mark.  Since  the  heavy  loss 
experienced  last  year,  it  has  been  decided  that  at  least  40  per  cent, 
of  the  annual  profit  must  be  carried  to  reserve,  till  it  is  equal 
to  the  share  capital  which  now  stands  at  over  £2,000.  The 
society  has  made  the  painful  discovery  that  a  reserve  cannot 
be  too  large.  It  only  remains  to  add  that  its  turnover  for  1919 
was  £30,000. 

114.     Out   of   the    1,500    craftsmen    societies    existing    in 
Germany  in  1920,   1,280  were  '  production  ' 
Prodnction  Societies  with    socicties.     A  Small   proportiou  of  thcse,  in 
«Cou=mouWcrk8hoi.-.  Bavaria^  for  instance   barely  a  dozen,   are 

pure  production  societies  with  a  common  workshop  for  their 
members.  This  is  a  form  of  Co-operation  that  is  as  difficult 
as  it  is  advanced.  To  succeed  a  society  must  have  a  manager 
trained  to  business.  This  is  rarely  an  easy  matter,  as  most 
craftsmen  prefer  to  work  under  one  of  themselves,  and  few 
have  the  necessary  training.  It  is  the  same  difficulty  that  was 
noted  in  connection  with  granary  societies.  ^  A  way  out  of  it 
is  to  have  a  member  of  the  craft  as  a  manager  and  a  man  trained 
to  business  as  accountant,  but  only  a  large  society  can 
do  this,  and  a  large  society  of  this  kind  is  a  formidable 
undertaking. 

The  crucial  difficulty,  however,  is  to  induce  rnembers  to 
work  together  for  wages  in  a  common  workshop.  '  A  healthy 
€goism '  says  a  recent  report  on  Co-operation  in  Saxony  *  is 
the  niainspring  of  all  economic  progress. '  The  pure  produc- 
tion society  is  a  challenge  to  this  doctrine.  The  battle  between 
individualism  and  collectivism  has  still  to  be  fought.  In  the 
farm  and  labour  societies  of  Italy  Catholic  and  Socialist  are 
putting  the  issue  to  the  proof.  Meanwhile,  there  is  enough 
natural  human  egoism  left  to  make  a  pure  production  society 
in  any'  country  a  difficult  matter.     Too  often   in   Germany   the 


'Paragraph  70. 
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•more  intelligent  and  vigorous  members  have  bought  up  their 
society  and  converted  it  into  a  company  to  their  own  advant- 
age. The  master  craftsman,  too,  is  apt  to  love  bis  independence 
ioo  well  to  sacrifice  it  to  an  ideal  which  restricts  his  liberty. 
He  is  at  his  best  in  the  looser  form  of  society  just  described,  as 
he  is  used  to  working  at  home.  To  him  the  common  work- 
shop represents  not  greater  freedom  but  less.  On  the  other 
hand,  to  the  foreman,  accustomed  to  discipline  and  eager  for  a 
measure  of  independence,  this  type  of  society  makes  a  stronger 
appeal,  and  when  he  is  a  member,  it  has  more  chance  of 
success. 

115.     The  Cabinet-Makers  Society  of  Munich  is  an  instance 

A     Cabinet-Makers     So-      of  this.       It    WaS    fouudcd    in      1910     by    13 

ciety.  craftsmen   who  wished  to   free  themselves 

(a)itsCoa8titutioa.  f^.^^   the  shacklcs  of  the  wage  system.     It 

made  a  bad  start  for  three  dissatisfied  members  deserted  almost 
At  once,  and  when  the  war  broke  out  it  nearly  collapsed,  as 
12  out  of  13  members  were  mobilized.  Now,  however,  it 
has  done  so  well  that  the  original  members  are  unwilling  to 
add  to  their  number,  and  have  fixed  the  entrance  fee  at  3,000 
marks  (£15)  and  shares  at  6,(j00,  amounts  that  no  ordinary 
craftsman  can  pay.  In  spite  of  this  two  new  members  were 
admitted  last  year  and  the  total  is  now  14.  Co-operatively  this 
exclusiveness  cannot  be  defended,  but  wiien  by  great  effort  a 
difficult  and  risky  venture  has  been  successfully  launched, 
it  is  not  in  ordinary  human  nature  to  share  the  advantages  so 
laboriously  gained  with  those  who  have  neither  laboured  nor 
dared.  It  is  one  of  the  dangers  besetting  all  successful  pro- 
duction societies  that  they  are  tempted  to  convert  themselves 
either  into  a  closed  guild  or  into  a  company.  The  only  remedy 
is  to  inspire  man's  *  healthy  egoism '  with  an  even  healthier 
co-operative  spirit. 

Admission   being   restricted,  it   follows  that   non-members 
,.,  ^  .,.         ,  have     to    be     employed.       There    are    15 

member  Empioyeea.  or   20   01   tnese   and  tueir   position  IS   pre- 

cisely the  same  as  that  of  the  ordinary 
wage  earner,  except  that  they  are  employed  by  a  society  of 
their  own  craft  instead  of  by  the  more  alien  firm.  They  are 
paid  50  pfennigs^  an  hour  less  than  members,  and  have  of 
course  no  voice  in  the  management  of  the  society.  Where, 
too,  a  member  gets  H  days'  holiday  a  year  on  full  pay,  a  non- 
member  gets  only  from  3  to  6.  Non-members  have  only  once 
been  out  on  strike.  In  the  autumn  of  1919,  following  the 
.  instructions  of  their  semi-political  leaders,   they  demanded   that 

^Aboat  a  halfpenny* 
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a  committee  formed  from  themselves  should  have  the  entire- 
distribution  of  work  and  wages,  and  that  the  manager's  sole 
function  should  be  to  provide  both.  After  three  weeks  they  gave 
in  and  returned  to  work.  The  craftsman  through  his  society 
is  beginning  to  realise  the  difficulties  of  the  employer.  On 
another  occasion,  when  for  a  time  Bolshevism  got  its  bloody 
hold  upon  Munich,  six  men  *med  with  revolvers  entered  the 
workshop  and  ordered  everyone  to  down  tools  on  pain  of  being 
shot.     This  •  strike '  lastqd  ten  days. 

All  work  is  done  in  the  society's  workshop.     This   arrange- 
,  s  ^^    r,  w  ,      ment  is  readily  accepted  as  cabinet-makers 

(c)  The  Common  Wcrk-  .         ,  ■,        \       .    ,  i       i^    ^ 

Bhop.  require   too   much   plant  to   work  at  home. 

A  common  workshop  is  therefore  the  only 
alternative  to  working  for  others.  At  first  a  small  shop  was 
hired.  The  present  premises  are  more  spacious  and  include  a 
good  show-room,  where  a  considerable  variety  of  well-made 
furniture  of  the  usual  solid  middle-class  pattern  was  on  view. 
Of  the  14  members  three  no  longer  work  for  the  society.  One  is  at 
loggerheads  with  it  and  the  other  two  have  employment  else- 
where. Workmen  are  divided  into  two  categories,  the  one 
getting  20  pfennigs  an  hour  less  than  the  other.  In  cabinet- 
making  there  is  said  to  be  no  great  difference  between  ?ne  class 
of  work  and  another,  except  where  intaglio  work  is  concerned. 
The  member  who  does  this  gets  70  pf .  an  hour  more.  The  grading 
of  the  men  is  done  by  the  two  managers  and  is  not  diffi- 
cult, as  all  work  together  and  each  man's  work  is  known. 
Everyone  works  46  hours  a  week,  which  is  two  hours  less  than  the 
usual  scale.  The  wage  paid  is  the  market  rate  and  is  between 
9  and  10  times  the  rate  paid  in  1914.^ 

At  first  the  society  used  to  sell  its  furniture  through  an 
,,,  „.      . ,  „  .,.  association,  but,  as  the  manager   said,   good 

Id)  Financial  Pceition.  ,  '^^,       ■,  n  xrr      ^  i 

work  Will  always  sell.  Work  was  only 
undertaken  to  order,  and  this  is  still  the  case  with  80  per  cent,  of 
it.  There  was  once  a  loss  of  £125,  and  in  1916,  when  all  mem- 
bers but  one  were  away  at  the  war,  the  balance  sheet  showed  a 
deficit  of  £150.  The  society  was  saved  by  its  reserve,  which  is 
another  instance  of  the  importance  of  this  fund.  There  are  three 
reserve  funds.  The  first  is  the  statutory  reserve,  the  second  a  spe- 
cial reserve  to  support  the  first,  and  the  third  is  for  bad  debts.  In 
addition  there  is  a  large  latent  reserve*  stock  worth  £2,000 
being  valued  at  only  £150.  Ttie  society  owns  nearly  two-thirds 
of  its  working  capital,  and  altogether  its  financial  position  is  as 
sound  as  a  bell.    Dividend  is  not  limited  and  last  year  10  per 

*  I'or  the  ibtee  grades  the  average  is  6  40  mtrks  an  hour  againit  0  70  paid  in  1914/.  for  Italy  cf 

paragraph  183  ((;).  \  • 
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cent,  was  distributed.  As  no  one  may  hold  more  than  one  share, 
this  is  not  quite  so  un-co-operative  as  it  looks,  though  it  would 
certainly  be  better  to  distribute  profit  in  proportion  to  wages. 
At  the  start  f ands  were  obtained  from  a  local  co-operative  indus- 
trial bank,  which  gave  the  society  a  cash  credit  account  of  £150. 
This  was  really  insufficient,  but  members  were  keen  to  work  as 
far  as  possible  with  their  own  capital,  and  somehow  or  other  they 
managed  to  make  it  suffice.  Though  in  several  respects  the 
society  has  deviated  from  strict  co-operative  principle,  it  repre- 
sents an  advance  on  the  ordinary  wage-earning  system  of  capital- 
ism, for  employer  and  employee,  working  continually  side  by  side, 
are  in  close  touch  with  each  other  and  better  able,  one  would  sup- 
pose, to  understand  each  other's  point  of  view. 

116.     Something  must   now   be   said   about  finance.     At  the 
^.      .  ,  ,    outset  craftsmen  societies   obtained   substan- 

Financial      support      of       .  .    ,  .    .  «  ^  i         -i  •    i 

Urban  Banks.  tial  assistancc   trom   (jrovernment  which,  as 

we  have  seen,  had  a  political  end  in  view. 
Loans  at  a  low  rate  cf  interest,  combined  with  small  free  grants, 
were  made  to  many  societies,  very  much  ns  was  done  in  the  case 
of  co-operative  granaries.  The  societies  were  also  generously 
supported  by  the  co-operative  urban  banks,  whose  chief  object  is 
the  assistance  of  small  industry.  In  many  of  these  banks  crafts- 
men form  the  iiucleus  of  the  shareholders.  An  important  central 
1)ank^  I  saw  in  Munich  was  founded  by  a  butcher.  Its  first  presi- 
dent was  a  bookbinder,  and  a  painter  is  now  president  of  the 
committee.  There  are  even  banks  formed  for  a  single  trade, 
such  as  the  Bakers'  Bank  at  Nuremberg,  but  they  are  diminishing 
as  an  urban  bank  needs  more  than  one  class  of  business  to  main- 
tain it.  There  is  no  doubt  that  the  craftsman  requires  his  own 
l)ank  or  at  least  a  bank  that  understands  him.  He  is  the  peasant 
proprietor  of  industry,  and,  like  his  country  cousin,  his  security 
being  as  much  personal  as  real,  he  needs  a  bank  which  is 
^prepared  to  take  careful  account  of  all  his  circumstances.  This 
the  large  banks  cannot  do  ;  nor  are  they  so  cheap,  charging  7  to  8 
per  cent,  where  now  the  craftsman  pays  only  6.  Moreover  the 
craftsman  is  to  some  extent  in  competition  with  the  interests 
represented  by  the  larger  banks.  While,  however,  special  banks 
are  desirable,  it  is  important  that  they  should  not  combine 
banking  and  trade. ^  This  point  was  discussed  at  length  in  regard 
to  agricultural  central  banks,  and  the  conclusion  was  reached  that 
banking  and  trade  should  be  separate.  ^  The  same  holds  good  of 
urban  banks.  The  Industrial  central  bank  at  Munich  has  power 
under  its  by-laws  to  trade,  but  it  has  never  used  it   belie vinsj  it 

^  Fhe  T^rarian  Agricaltaral  and  ladastrial  Baaic. 
*  Paragraph  38^ 
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•will  be  dangerous.  It  is  probably  a  weakness  in  the  weavers*' 
central  societies  in  the  Punjab  that  they  trade  as  well  as 
lend. 

117.     I  do  not  know  ihe  Punjab  craftsman  well  enough   ta 
,^  ,,   ^  ^     say  how  far  what  I  ha-ve   described  is  appli- 

Application  to  the  rtiiijab.  li      x     i.*  •      -i.*  tx*  a  j. 

cable  to  his  more  primitive  conditions.  At 
present  the  pure  production  society  is  probably  beyond  his  reach 
and  also  his  desire,  but  the  fact  that  there  are  now  50  weavers'  so- 
cietieSj  and  that  societies  have  recently  been  started  for  dyers, 
blacksmiths  and  oilmen  is  of  good  augury  for  the  future.  Develop- 
ment would  however  be  easier  if,  as  in  Germany  and  in  Italy,  there 
were  urban  banks  to  support  the  movement.  These  banks  are  the 
subject  of  a  subsequent  chapter.^ 

>Chapterll. 


CHAPTER  X. — House-Building  Societies. 

118.  One  of  the  subtlest  causes  of  the   unrest  produced  by 

the  war  is  the  almost  universal   shortas^e  of 

The  Eousine  Problem.  ,  ^,  -i   •     r  n       n  j. 

houses.  The  evil  is  by  no  means  connned  to 
Europe.  It  is,  for  instance,  acutely  felt  in  Bombay.  In  Italy  and 
Germany  the  remedy  is  being  increasingly  sought  in  Co-operation, 
and  in  India  effort  is  turning  in  the  same  direction.^  Accordingly 
I  took  advantage  of  my  stay  in  Bavaria  to  see  how  the  problem 
had  been  grappled  with  there.  Its  formidable  nature  is  sufficient- 
ly shown  by  the  fact  that  in  Munich  alone,  a  town  of  600,000 
inhabitants,  in  spite  of  extensive  building  during  the  last  twa 
years,  there  are  said  to  be  still  ^  nearly  10,000  families  requiring 
housing  accommodation.  It  is  an  interesting  fact  that  the  oldest 
co-operative  house-building  society  in  Munich  was  founded  in 
1871 J  and  was  the  direct  outcome  of  a  similar  shortage  produced 
by  the  Franco-Prussian  War. 

119.  An  almost  insoluble  complication  in  the  present   situa- 

tion  is   the   enormous   rise   in  the   cost  of 

Necessity  of  Government      ••.,  t  i.i«  ^i         •       ri  j» 

AssistaEce.  bmiding,   which   is  at   least    nve  times   as 

high  as  it  was  before  the  war.  Private 
building  on  an  extensive  scale  is  no  longer  possible.  The 
highest  rents  that  could  be  charged  would  not  suffice 
to  cover  the  cost.  Government  assistance  is  thus  a 
necessity,  and  it  is  justified  on  the  ground  that  both  the  short- 
age of  houses  and  the  prohibitive  cost  of  building  are  due  to 
the  war,  and  that,  as  Government  accepts  finaccial  responsi- 
bility for  the  latter,  it  must  also  accept  it,  partially  at  least, 
for  the  former.  Logically  applied  to  all  the  economic  conse- 
quences of  the  war  this  would  prove  an  awkward  principle, 
but  it  serves  well  enough  to  justify  the  financial  assistance 
which  one  Government  after  another  has  been  forced  to  give 
to  house-building  since  the  war. 

120.  Probably   the     best   and    most     convenient   Avay   of 

giving  this  assistance   is  through   co -opera- 
Rapid   growth    of  Co.     ^iye  societies,   as  then  a    larffe   number  of 

operative  Societies.  .,..,       ,  ,         ,,        ,       ".,,  •       i 

individuals  can  be  helped  with  a  single 
grant  ;  nor  is  it  difficult  to  form  these  societies,  when  on  the 
one  hand  the  need  for  houses  is  so  great,  and  on  the  other  State 
help  is  so  tempting.       It   is   not  surprising,   therefore,   to   find 

*     There  we-e  last  year  (1920)  21  societies  in  Bombay.     A  beginning  has  also  been  made  ia 
Cawnpore  and  Lacknow. 
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that  societies  are  springing  up  like  mushrooms.  Out  of  the 
2,642  societies  which  existed  at  the  end  of  1920,  1,225  have  been 
started  since  the  war.  Over  200  of  thase  have  been  formed  in 
Bavaria  alone,  which  now  has  about  400  societies.  Most  of 
these  are  to  be  found  in  and  around  large  cities  like 
Munich  or  Nuremberg,  but  they  also  exist  in  the  smaller 
towns  and  larger  villages.  I  heard  of  one  society  in  a  village 
of  only  1,700  inhabitants.  This,  however,  is  dangerous,  as  the 
local  industry  upon  which  such  a  society  usually  depends 
may  some  day  be  forced  to  close,  in  which  case  the  society 
will  be  stranded.  There  are  now  roughly  100  places  in  Bavaria 
with  societies,  which  is  all  the  more  remarkable  as  Bavaria  is 
essentially  an  agricultural  country.  It  is  a  striking  illustration 
of  how  much  Co-operation  owes  to  necessity.  Many  of  these 
societies,  it  is  true,  have  not  yet  started  building.  Some 
probably  never  will,  while  others  are  not  expected  to  live 
very  long.^  In  so  quick  a  growth  there  must  be  tares  as  well 
as  wheat.  But  the  wheat  is  good,  and  the  movement  as  a  whole 
is  vigorous,  and  it  is  fortunate  in  having  at  its  head  men  of 
capacity  and  enthusiasm. 

121.     In  Bavaria,   since  the   war,    nearly  8,000  tenements 

of  from  2  to  4  rooms   each    have   been  built 

Oo>ernment  Asiistaaco-     j^y   co-operativc    societics.     Without  lavish 

(a)  To  the  society  direct.        ^^  ^,,  ..  •■•mrw 

Government  advances,  amountmg  m  1919 
alone  to  nearly  £500,000,^  this  achievement  would  have  been 
impossible.  These  advances  are  not  intended  to  do  more  than 
pay  for  the  unremunerative  part  of  the  cost  of  building,  that 
is  to  say,  so  much  of  the  expenditure  as  cannot,  at  present  at 
least,  be  covered  by  rent.  No  interest  is  charged  and  repayment 
is  contingent  on  future  rental  values.  Bents  are  subject  to 
control,  and  preference  must  be  given  to  large  families  and 
widows,  or  to  those  with  special  claims  arising  out  of  the  war. 
Purther,  in  the  event  of  sale.  Government  retains  a  right  of 
pre-emption.  In  1919  as  many  as  193  societies  received  grants. 
Half  the  expenditure  was  charged  against  Imperial  revenues, 
and  the  other  half  divided  equally  between  the  Bavarian  Govern- 
ment and  the  municipalities  concerned.  Last  year  the  con- 
tribution  of  the  latter  was  increased  to  one-third  of  the  whole. 

When  Government  loans  have  to   be  made,  it   is  probably 

better  not  to   make   them  to  each  society 

(J}  Through  a    Central     direct,  as  they  may  weaken   the   spirit   of 

self-help.      A   sounder    plan    is     to  use  a 

central  bank  as  an  intermediary.  This  has  been  done  at  Munich, 

*   In  1920,  78  Bocietiet  were  disaolvod. 
'  lOO  million  marks. 
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-where  £25,000  bave  been  placed  at  the  disposal  of  the  House- 
Building  Societies  Bank,  which  was  founded  in  1918,  to 
finance  its  members,  which  are  all  House-Building  Societies. 
Thanks  to  this  assistance  the  bank  is  able  to  issue  second  mortgage 
loans  up  to  90  per  cent,  of  value.  Only  6  per  cent,  is  charged, 
which  is  no  more  than  the  rate  for  a  first  mortgage. 

Assistance  is  also    given   through   an   oflficial   Development 

Commission,^    whose   main   object  is    land 

mint  CommfMion!     ^^  "^      improvement    and   the    erection    of    small 

dwellings.  This  body,  too,  makes  second 
jnortgage '  loans  up  to  90  per  cent,  of  value  and  charges  only  Ji| 
^er  cent.  A  condition  of  all  loans  is  that  they  must  be  guaran- 
teed by  the  municipality  concerned.  The  loans  are  repaid  by 
annual  payments  of  equal  amounts  calculated  to  cover  interest 
charges,  amortisation  at  the  rate  of  J  or  1  per  cent.,  and  a  com- 
mission of  I  per  cent.,  which  the  municipality  retains  to  form  a 
reserve  fund  against  possible  loss. 

State  help  thus  takes  three  forms — 

(a)  direct  grants  to  individual  societies  to  cover  the 
unremunerative  part  of  the  cost  of  building, 

(&)  advances  to  the  House-Building  Societies  Central 
Bank,  and 

(c)  second  mortgage  loans  by  the  Development  Com- 
-  mission. 

122.     The  justification  for  the  first  of  these  methods  admit- 
^ , "  .    .  tedly    lies    in   the    peculiar    circumstances 

Other  forms  of  assistance.  %  ,,  .,  *■  -,,  .,  ,,  , 

produced  by  the  war.  Jj  or  the  other  two 
i;here  is  more  to  he  said,  and  it  may  be  doubted  whether,  even  in 
normal  conditions,  the  average  house-building  society  can  be 
started  without  some  kind  of  financial  assistance.  Workmen, 
<;lerks,  employees  and  petty  officials,  who  form  the  backbone  of 
these  societies,  are  rarely  able  to  raise  unaided  the  large  amount 
of  capital  required  for  so  costly  an  undertaking  as  house- building. 
Occasionally  m3n  of  public  spirit  may  be  willing  to  risk  their 
money  in  an  advance  to  a  new  society  with  no  better  security 
than  the  unproved  integrity  of  its  members.  Or  a  local  trades- 
man may  be  persuaded  to  do  the  same  in  return  for  the  exclusive 
custom  of  the  members  of  the  society.  Or  a  society,  with  more 
patience  than  can  usually  be  expected,  may  be  prepared  to  wait 
till  enough  members  have  joined  and  sufficient  share  capital  is 
subscribed  to  pay  for  a  building  site,  which  can  then  be  mort- 
gaged.    Or,  finally,  it  may  be  possible  to  acquire  a  site  from  a 

'  The  Landes  Kultur  Renten  Anstalt. 
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landlord  who  is  willing  to  accept  a  mortgage  in  lieu  of  cash  for 
all  but  a  small  part  of  the  price.  But  a  danger  lurks  in  this,  as 
a  number  of  societies  have  been  formed  by  unscrupulous  men, 
whose  only  object  was  to  sell  their  land  to  the  greatest  advantage. 
The  oldest  society  in  Munich,  to  which  I  have  already  alluded, 
was  only  able  to  dispense  with  State  help,  because  it  obtained  a . 
loan  of  £6,000  from  a  group  of  sympathizers.  Amongst  the 
latter  were  a  number  of  large  factory  owners  who  desired  good 
housing  for  their  workmen.  In  the  future  this  form  of  assistance 
should  perhaps  be  more  readily  available  than  it  has  been  in  the 
past.  In  any  case,  whatev'er  form  -it  takes,  some  measure  of 
financial  support  will  usually  be  required  at  the  outset.  At  the 
same  time,  it  should  be  remembered  that  self-help  is  as  essential 
to  success  in  this  form  of  Co-operation  as  in  every  other.  Govern- 
ment assistance  should,  therefore,  only  be  given  when  clearly 
indispensable,  and  should  be  withdrawn  at  the  first  possible 
moment. 

123.  With  house-building   societies  even   more   than  with 
. ,     ,        ,  „   .  most  co-operative   enterprises     '  c'est  le  pre- 

Advantage    of   Mortgage  .  ^     •  j      *       -n^  i  I'x 

Banks.  mier  pas  qm  coute.      But  once  a  good   site 

is  obtained — experts  lay  great  stress  on  wise 
selection— and  building  can  be  started,  capital  is  no  longer  a 
difiiculty,  as  there  are  plenty  of  mortgage  banks  that  will  advance 
money  as  soon  as  a  single  storey  is  complete,  and  so  on,  storey  by 
storey,  till  the  whole  building  is  finished.  In  India  the  absence 
of  mortgage  banks  is  an  added  difiiculty  and  may  necessitate 
more  assistance  from  Government  than  would  otherwise  be 
necessary. 

124.  There  are  two  kinds   of  house-building  societies,  some 
'     .  .    ,    ,^        ,        buildinar    to  let    and    others  to    sell.      At 

iSocieucs  lev  the  purchase        '  P    n  o  j.i  j         i.^ 

of  houses-  present    the   former   greatly    preponderate. 

'"^'^nSit  *°"**''''^     Out  of  the  180  societies  which  belong  to  the 
'^"  most   important   Audit   Union  in   Bavaria, 

only  5  or  8  sell  houses  to  their  members.  At  the  same  time  the 
desire  for  independence,  all  the  keener  for  llie  war,  has  become 
so  strong  that  many,  who  were  content  in  the  old  days  to  rent  a  flat, 
now  wish  to  have  a  house  of  their  own.  Many  of  the  new  societies 
have  therefore  been  formed  for  this  purpose.  Older  societies,  too, 
are  following  suit.  One  of  these,  a  society  in  Munich,  which  will 
be  shortly  described,  has  recently  purchased  a  site,  on  which  it 
proposes  to  build  54  houses  to  be  sold  to  members.  Each  house 
will  have  from  4  to  6  rooms  and  a  strip  of  garden  Everything 
will  be  done  to  make  purchase  easy,  for  ownership  will  pass  on 
payment  of  only  26  per  cent,  of  the  total  cost,  a  mortgage  being 
taken  for  the  balance.    Thus,  if  a  house  costs  £400,   ownership 
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can  he  acquired  for  £100  in  cash,  and  the  balance  can  be  gradually 
paid  off  in  15  or  20  years  In  some  societies  ownership  passes  on 
payment  of  as  little  as  10  per  cent. 

In  most  cases  it  is  a   condition  of  sale   that  the   purchaser 
(S)  Society's  right  of  re-     remains  a  member  of  the  society   after  pur- 
pnrchase.  cliasc,  and  it  is  an  invariable  rule  that,  in  the 

event  of  sale,  the  society  retains  a  right  of  re-purchase  for  the 
original  price  less  depreciation.  This  is  known  as  the  Ulmer 
system.  The  same  right  may  be  enforced  if  payment  is  delayed 
or  if  house  and  garden  are  not  properly  maintained,  or  if  any  of 
the  conditions  of  sale  are  broken.  Amongst  the  latter  is  always 
a  stipulation  that  the  building  shall  be  maintained  as  a  small 
dwelling  house,  as  it  is  no  object  of  these  societies  to  facilitate  the 
acquisition  of  large  houses,  nor,  in  view  of  the  society's  right 
of  re-purchase,  is  it  possible  to  allow  additions  which  would 
materially   alter  the  character  of  the   house. 

Naturally  societies  of  this    kind   require   more   capital  than 
/  ^  T>  . .      *  ^   .. ,         those  which  build  onlv  to  let.     On  the  other 

(c)  KaisiD?  of  Capital.  ,  ,  ,  ,  *  ,    .  ■• 

hand,  people  who  are  prepared  to  purchase 
can  usually  take  larger  shares  than  those  who  can  only  afford  to 
rent.  It  appears  that  before  the  war  100  members  subscribing 
£15  each  were  able  to  build  '20  small  houses.  These  could  then 
be  mortgaged  and  more  houses  built  with  the  proceeds,  and  the 
process  could  be  repeated  till  every  member  had  his  own  house. 
Should  the  idea  of  a  garden  city  near  Lahore  mature,  a  similar 
system  might  well  be  tried. 

125.     In  House-Building  Societies  there  are  two  fundament- 
Kaising    of    Rent  and     al  rulcs  which  distiuguisli  them  from  every 
^^^*''^°"-  other   form   of   house- building     enterprise. 

Hents  cannot  be  raised  without  the  sanction  of  a  general  meet- 
ing, and  no  one  who  is  a  member  can  be  evicted,  as  long  as  he 
behaves  himself.  In  these  two  rules  Co-operation  is  seen  at  its 
simplest  and  at  its  best  But  every  rule  has  its  disadvantage. 
Bents  have  had  to  be  raised  since  the  war  to  meet  the  greatly 
increased  expenditure,  and  though  the  case  was  clear,  it  was  often 
difficult  to  get  a  general  meeting  to  agree  to  it.  The  right  not  to 
be  evicted  is  also  occasionally  a  source  of  trouble.  In  one  society 
I  saw,  the  right  used  to  be  formally  safeguarded  in  the  agreement 
made  with  the  tenant,  but  it  led  unsatisfactory  tenants  to  be- 
lieve that  they  could  do  what  they  liked  with  their  dwellings. 
The  clause  had  therefore  to  be  omitted.  Unsatisfactory  members 
are,  of  course,  liable  to  expulsion,  but  this  is  rarely  enforced.  A 
member  may,  however,  be  evicted  from  his  dwelling  without  be- 
ing expelled  from  the  society,  and  in  the  interests  of  the  society 
and  its   property  this  is  a  power  which  should  not  be  too  closely 


-\ 
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Testrioted.  Tenants  who  do  not  pay  their  rent  can  no  doubt 
be  sued,  but  distraint  is  not  always  effective,  as  relatives,  with 
that  touch  of  nature  that  makes  the  whole  world  kin,  are  apt  to 
turn  up  with  the  bailiff  and  claim  as  their  own  any  furniture 
suitable  for  attachment. 

126.     The  most  recently  formed   societies   owe  much   to 
Audit  Unions  and  statis-     the  Audit  Unions  which  have  been   formed 
'****•  for   House-building   Societies,  as  for  every 

other  kind  of  co-operative  society  in  Germany.  There  are  three 
in  Bavaria  alone,  and  while  their  main  function  is  audit,  they 
also  act  as  guide,  philosopher,  and  friend  to  their  affiliated  socie- 
ties, steering  them  through  their  difficulties,  advising  them  on 
their  buildings  (the  largest  Union  maintains  two  architects)  and 
protecting  their  interests. 

Figures  are  usually  dull,  but  the  following  extracted  from 
ihe  annual  report  of  one  of  the  Bavarian  Unions  for  1920  may 
be  of  interest : — 

Average  Membership  of  111  societies  (vary- 
ing from  7  to  2,000)         ...  ...  183 

Average  number  of  tenements  in    57  socie- 
ties (I  of  these  have  3  or  4  rooms ;  J  have 
a  garden)  ...  ...  ...  120 

Average  rent  is  about  ...  ...     Es.  3^  a  month. 

Total  Mortgage  Debt  (111  societies)  ...    £200,000 ^ 

Paid-up  Shares  and  Eeserve  (111  societies)    £50,000 
Deposits  (41  societies)  ...  ...     £30,000 

cost  of  management   and  upkeep   of   pro-    37   per  cent,  of 
perty.  the  rent  roll  (the 

3  years'  average 
is  29  per  cent.). 

It  would  be  interesting  to  compare  these  figures  with  the 
■corresponding  figures  for  the  21  societies  in  Bombay.  That  it  is 
not  easy  to  make  both  ends  meet  is  shown  by  the  fact  that,  of  the 
111  societies  referred  to  above,  30  per  cent,  worked  at  a  loss. 

„.    „  l'i7.     The  following  minor  points  may  be 

MiBcellaneoni  pomts.  it 

noted  : — 

(1)  Before  the  war  it  was  an  accepted  principle  that  a 
society  should  own  at  least  10  per  cent,  of  its  working  capital. 
The  high  cost  of  building  has  now  made  this  impossible. 

\  80  marki. 

*  40  Million  markt. 
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(2)  1  per  cent,  per  annum  should  be  written  ofF  for 
depreciation  on  buildings.^  A  hot  climate  like  India  will  doubt- 
less  demand  a  higher  percentage. 

(3)  Shares  should  be  as  large  as  possible,  but  no  one  should 
be  aliowcd  to  hold  more  than  a  very  limited  number,  as  the 
sudden  withdrawal  of  several  large  ahare-holders  may  prove  a 
serious  embarrassment.  It  might  be  advisable  to  follow  Italian 
practice  and  withhold  the  right  of  withdrawal,  except  with  the 
sanction  of  the  committee.  In  any  case  the  right  should  be 
subject  to   at   least   a  year's  notice.     The  German  law  allows  n 

maximum  of  2  years.  ^ 

(4)  It  is  advisable  to  build  solidly  to  avoid  heavy  mainten- 
ance charges. 

128.     It  will  give  a  clearer  idea  of  a  German  h©use-building 
,  J  g  .  ,  _   \      society  if  two  typical  examples  are  describ-. 

ra>«Con8tit  t^m/  ^^'    ^^®  ^^^^  ^^  ^  socicty  in  Munich,   which 

started  in  1908  with  i:00  members  and  now 
has  700.  Most  of  these  are  petty  officials,  municipal  employees 
— tramwaymen,  firemen  and  the  like — and  workmen  employed  in 
a  neighbouring  locomotive  factory.  A  varied  membership  is  an 
advantage,  especially  when  it  contains  a  nucleus  of  small  officials, 
as  the  latter  are  stationary  in  habit,  lake  a  j)ride  in  their  dwell- 
ings and  set  a  high  standard  to  their  fellow-members.  The  good 
Trade  Unionist,  too,  is  liked,  as  he  knows  his  own  mind,  and 
though  critical  is  thoroughly  businesslike.  In  this  society  each 
member  takes  a  £5  share  which  he  is  given  4  years  to  pay. 
Liability  is  limited  to  the  value  of  the  share,  and  in  passing  it 
may  be  noted  that  unlimited  liability  is  very  rare^.  Dividends 
may  not  exceed  5  per  cent.,  and  all  surplus  profit  is  carried  to 
reserve. 

The  society  made  a  false  start.  Its  promoters  were  interested 
(J)  A  false  start  ^"  *^®  building  site,  which  was  therefore 
acquired  at  an  exorbitant  price.  Graft  also 
passed  over  the  building  contracts,  which  were  correspondingly 
unfavourable.  Consequently  in  its  second  year  the  society 
nearly  foundered.  Punds  were  exhausted,  and  obligations  could 
only  be  met  by  repeated  mortgages.  This  went  so  far  that  one 
block  of  buildings  had  eventuaHy  to  carry  no  less  than  11 
mortgages.  All  who  had  been  employed  in  the  building  opera- 
tions, builders,  decorators,  plasterers,  plumbers,  joiners,  carpenters, 

^C/.  footnote  to  paragraph  75  (c). 

•fee  Appendix  (6) 

^  In  1919  there  were  only  8  cases. 
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upliolsterers,  etc.,  had  to  accept  a  mortgasje  in  part  payment 
of  their  work.  After  a  succession  of  stormy  meetings  and  the 
withdrawal  of  half  the  members,  the  undesirable  elements  were 
expelled  and  a  new  management  elected.  The  remaining  mem- 
bers then  pulled  themselves  together ;  additional  share  capital  was 
raised  to  pay  off  an  almost  overwhelming  debt,  and  now,  to  the 
lasting  credit  of  all  concerned,  the  society  is  one  of  the  best  and 
strongest  in  Munich. 

It  has  six  blocks  of  buildings   with  350  tenements   of  2  or  3 
rooms   each.     The  last  block  to  be  ))iult  is  a 
(c)    resen  posi  ion.  remarkably  handsome  building,  and  its  rooms, 

though  small,  are  airy  and  well  built.  Rents  run  from  not  more 
than  4  to  7^  shillings  a  month.  In  the  circumstances  it  is  not 
surprising  that  there  is  a  waiting  list  for  accommodation  of  over 
300  members,  most  of  whom  have  joined  since  the  war.  The 
society  now  owns  £3,500  of  capital  (shares  and  reserve),  and 
property  valued  in  its  balance  sheet  at  £12,000,  which  is  probably 
far  below  its  present  value.  Small  loans  are  made  against  shares 
and  deposits.  The  latter,  which  are  only  accepted  from  members, 
amount  to  £1,700.  A  bakery  and  a  dairy  are  also  maintained  to 
supply  members  with  cheap  bread  and  pure  milk,  and  they  are 
run  at  a  profit. 

The  management  consists  of   a   committee   of   two,   one 'of 
whom  is   the   manager   and   the   other  the 
(  )    anagemen  ,  treasurer.     They  are  paid,  respectively,   £15 

and  £6  a  year.  In  a  large  society  the  committee  always  receives 
either  salary  or  bonus.  In  the  smaller  societies  practice  varies. 
Owing  to  the  high  cost  of  living  honorary  work  *is  becoming 
increasingly  unpopular,  nor  is  it  always  so  reliable  as  paid  work. 
In  addition  to  the  committee  there  is,  of  course,  the  board 
of  supervision,  which  not  only  meets  once  a  month  but  is 
obliged  under  the  by-laws  to  make  six  impromptu  inspections  a 
year.  Every  two  months  there  is  a  general  meeting  which  is 
usually  attended  by  about  100  members.  So  many  general 
meetings  are  unusual,  and  they  are  a  sign  of  the  strong  co- 
operative spirit  of  the  society.  They  are  of  great  advantage,  as 
they  keep  the  management  in  touch  with  the  members  and 
give  the  latter  a  personal  interest  in  the  working  of  the  society. 
In  10  years,  since  the  initial  purge,  only  3  members  have 
had  to  be  expelled,  and  not  many  more  have  had  to  be  evicted. 
The  society  represents  a  remarkable  achievement,  and  in  talking 
to  its  directors  it  was  impossible  not  to  feel  how  much  the 
members  owe  to  the  distinterested  devotion  of  those  at  its  head. 
Without  such  men  Co-operation  must  long  ago  have  dis- 
;appeared. 

»  40  to  70  markf. 
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129.    The  second  society  to  be  described  is  tbe   one   already 
referred  to  as  the   oldest   in    Munich.     This 

The  Munich  House-build-  .,        .,,  ,  .,      .     •  .,  Ti.  i,  i         j 

ingSociet>.  y^^r  it  Will  Kccp  its  3(101166      it  has  already 

been  related  how  at  the  start  it  was  financed 
by  a  group  ©f  private  sympathizers,  amongst  whom  was  the 
King  of  Bavaria.  With  the  help  of  an  initial  lo\n  of  £8,000, 
which  for  7  years  was*  free  of  interest,  a  good  site  was  found 
and  building  started.  The  sire  selected  was  near  the  factories, 
for  whose  employees  the  society  was  primarily  intended.  It 
was  proposed  that  members  should  purchase  instead  of  renting, 
but  the  scheme  fell  through  owing  to  the  overproduction  which 
followed  the  great  demand  for  houses  in  1571.  This  led  to  a 
general  fall  in  rents,  whereupon  members  refused  to  buy.  Many 
left  the  society,  some  fearing  it  would  fail,  others  because 
they  were  unemployed,  while  not  a  few  had  to  be  expelled  for 
non-payment  of  rent.  A  number  of  tenements  stood  empty, 
and  while  expenditure  continued  as  before,  income  shrank.  For 
2  or  3  years  the  society  was  in  low  water.  But  gradually, 
thanks  to  the  staunchness  of  the  more  loyal  members,  who 
subscribed  as  much  share  capital  as  they  could,  and  to  the 
salQ  of  a  plot  of  land  at  a  good  figure,  financial  equilibrium 
was  restored^  and  a  better  and  more  dependable  class  of 
member,  principally  postal  and  railway  officials,  was  obtained. 
This  is  a  more  stable  class  than  Labour,  which  is  at  the 
mercy  of  every  fluctuation  of  trade  and  industry. 

Having  weathered  the  storm,  the  society  prospered  and 
now  has  234  dwellings  of  all  sizes,  from  one  room  only  up 
to  a  maximum  of  six.  150  tenements  have  one  or  two  living 
rooms,  and  in  addition  a  kitchen  and  a  store  room.  In  the 
latest  dwellings  a  bath  room  takes  the  place  of  the  store  room. 
The  houses,  which  are  valued  at  about  £10,000  are  all  mort- 
gaged to  a  local  mortgage  bank,  at  from  4  to  5  per  cent,  up  to  60 
per  cent,  of  their  value.  Repayment  of  the  mortgages  extends  over 
52  years.  Incidentally  the  society  acts  as  a  savings  bank  for 
its  members,  and  has  over  £1,500  of  deposits.  Before  the  war 
50  per  cent,  of  the  dwellings  were  occupied  by  non-members,  who 
were  charged  10  per  cent,  more  than  members.  Now,  however, 
owing  to  the  shortage  of  houses,  there  are  very  few  non- 
member  tenants  left.  The  usual  principle  is  followed  of  only 
letting  to  non-members  whpn  all  members  have  been  accommo* 
dated.  A  non-member  can  always  be  given  a  month  or  a 
quarter's  notice  to  quit.  The  two  societies  that  have  been 
described  are  of  special  interest  as  they  show  not  only  what  can 
be  achieved,  but  also  how  difficult  lasting  achievement  is  without 
JA  large  measure  of  the  true  co-operative  spirit. 
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CHAPTER  XL—Urban  Banks.  ' 

130.     India  with  90  per  cent,  of   her   population   living  m 
,  ^. ,      ^  vil'laees  has  naturally  concentrated  upon  the- 

India's  need.  -jtii  t»v  ji  ■*■         ,. 

milage   bank.     But   now   the  movement  is 
spreading  to   the  town,   and  the  urhan  bank  is.  arising.     Burma 
already  has  well  over  100,  and  in  the  Bombay  Presidency   capital 
and  deposits  total  nearly  a  crore  (£1,000,000).     The  middle  class, 
which  the  "  Pax  Britannica  "  has  almost  created,  is  beginning  to 
realise  that  it  nt^eds  banking  facilities  as  much  as  the   small    pro- 
prietor.   At  present  it  is  difficult  for  the  successful  lawyer  or  con- 
tractor to  find  a  safe  investment  near  at  hand  for  his  savings,  nor 
is  it  easy  for  the  small  shopkeeper  or  artisan  to  obtain  at  a  reason- 
able rate  the  modest  loan  that  business  often  requires.     These  are 
the  two  virtues  of  the   co-operative   urban   bank.     Deposits  are 
taken,  however  small,  and  loan^  are  made  however  modest ;   and 
confidence  is  inspired  because  the  object  is  not  to  make  a  profit, 
but  to  perform  a  service.     Moreover,  India  presents  an  almost  un- 
rivalled field  for  co-operative  banking.    In  Italy  and  Germany,  as 
we  shall  s*ee,  commercial  banking  is  now  so  widely  developed  that 
the   co-operative   urban  bank  is  in  danger  of    losing  its  position. 
In  India  on  the  other  hand  commercial   banks   are  few   and  far 
between.      As   recently   as    1916,  ^  even   including   Burma,   its 
banking  facilities  were  less  than  those  available  in  Ireland  before 
the  war.     The  opportunity  that  this  offers  is  obvious   and   should 
be  seized  before  the  field  is  captured  by  others. 

131.     1  he  co-operative  urban  bank   arose  in  Germany  in  the 
_      ,   ,.        ^    , ,      middle   of  the   last    century,   but   quickly 

The     Italian        People's  ,    .  •    i.     tj.   i  i  i.         u       i 

Bants.  found  its  way  mto  Italy,  where  urban  bank- 

ing has  always  flourished,  ever  since  banking 
began  there  800  years  ago  with  the  control  of  the  Papal  treasure. 
I  shall  deal  first  with  the  Italian  type,  commonly  known  as  the 
"  Banca  Popolare  "  or  People's  Bank,  as  it  is  the  type  to  which 
most  attention  was  direoled.  The  first  People's  Bank  was  found- 
ed by  Luigi  Luzzatti  at  Milan  in  1866,  and  they  have  since 
spread  all  over  Northern  and  Central  Italy.  They  now  total  • 
aoout  800,  and  vary  in  size  from  a  bank  like  that  at  Novara, 
which  has  46  branches  and  agencies  scattered  over  an  area 
extending  from  Milan  to  Turin,  to  the  bark  situated  with  its 
single  office  in   a  small   market   town.     Though   predominantly 

»  For  s  detailed  account  see  Wolff's  "  People' t  Banks." 

•  In  1916  British  India  and  Barma  had  only  71  hoal  olHces  and  267  braachoa  and  agencies. 
Japan  with  i  of  the  population  had  a.l4S  banks,  Pindlay  Shirras,  Memoranda  om  Banking  in 
Indii.  Ireland  before  the  war  had  242  centres  with  perinanant  branches  and  about  as  many  more 
•nb-branches  (not  open  every  day) -B»port  lo/  the  Departmental  Committee  on  Agricultural 
Crtdit  4n  Ireland,  1914. 
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utban  they  do  a  large  business  with  farmsrs,  and  in  1908,  the 
last  year  for  which  statistics  are  available,  nearly  £20  millions 
were  advanced  to  agriculture.  ^  Many  of  the  branches  and 
agencies  of  the  bank  at  Novara  are  in  townlets  or  large  villages 
where  the  bulk  of  the  business  done  is  agricultural,  and  at 
Kavenna  over  50  per  cent,  of  the  bank's  whole  business  is  said  to 
be  with  farmers.  The  small  farmer  and  the  snaall  manufacturer 
and  trader  are  in  fact  the  three  largest  classes  served  by 
People's  Banks.  But  membership  is  essentially  varied,  and 
includes  all  categories  from  the  large  farmer  and  manufac- 
turer to  the  artisan  in  the  town  and  the  field  labourer  in  the 
village.  124  schoolmasters  belong  to  the  bank  at  Novara, 
and  over  1,000  public  and  private  employes  to  that  at  Bologna. 
Anyone  can  become  a  member  by  buying  a  share  ;  and  as  this 
is  never  worth  more  than  100  lire  and  sometimes  costs  as  little 
;as  five,-  poverty  has  to  be  cKtreme  to  operate  as  a  bar. 

1S2,.     The   People's   Banks  work  mainly  with  deposits.     In 
Their  o -rations  1919  thcsc  amounted  to  £18  millions,'  which 

eipop.mions.  shows   that  they   were    trusted.      Last   year 

the  bank  at  Xovara  alone  had  over  £3  millions.  To  a  large 
extent  these  deposits  are  an  accumulation  of  comparatively  small 
sums.  The  bank  at  Venice,  for  instance,  in  1920  had  as  many  as 
4,219  depositors  with  an  average  of  less  than  £75  *  each. 
Every  form  of  banking  business  is  undertaken,  and  this  is  con- 
sidered necessary  to  resist  the  pressure  of  the  commercial  banks 
which  is  increasinsrly  felt.  Bills  are  discounted  and  advances 
are  made  through  cash  credit  accounts  or  against  securities, 
goods  and  articles  of  value.  In  the  larger  centres  the  discount 
business  plays  the  most  important  part.  In  the  Xovara  bank,  in 
1920,  84  per  cent,  of  the  advances  made  were  of  this  character. 
This  suggests  that  the  commercial  side  ot  buisiness  is  becoming 
more  important  than  the  co-operative,  the  object  of  which 
should  be  to  finance  the  more  modest  enterprises. 

133.     There   is  one  type   of  enterprise   that  has  unquestion- 
T.  .       . .       ^    ^       ably     benefitted     from      People's     Banks, 

Their    assutance  to    Co-  "^     ,  .  .    ,.      -^         rrrL 

operative  Societies.  namely   CD-operativc   societies.       Wnerever 

one  goes  in  Northern  Italy,  it  is  the  People's 
Ba?\k  that  again  and  again  has   given  the  young  society   its  first 

'  Internationil  Review  of  Agricultural  Fcomomic*,  Marc  i,  1920, 

»  Worth  before  the  war  £  Vafld  4  shilliags  respicurely.  Till  recently  no  one  might  hold 
more  than  5,0(JO  lire  of  shares,  bat. now,  owing  to  the  depreciation  of  the- currency  and  the  coa« 
•eqaeut  need  for  m  )re  share  capital,  the  liaut  uas  beea  raised  tj  2  ),000  lire  or  about  £250.  For 
.other  forms  of  co-operative  societies  the  limit  is  still  5,000  lire. 

»  1.424  million  lire. 
♦P.OOOIire 

K 
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*  leg  up  '  into  the  saddle.  The  bank  at  Venice  recently^ 
advanced  the  best  part  of  £4,000^  to  a  new  Farm  Society  to  buy 
land.  The  bank  at  Novara  lent  £2.500  to  start  a  co-operative 
manure  factory,  which  now  turns  out  9,000  tons  a  year.  In 
neither  case  was  security  taken,  the  moral  guarantee  of  the 
committee  being  considered  sufficient.  At  Ravenna  in  1919  the 
bank  loaned  over  £50,000  to  Labour  societies,  and  more 
recently,  to  relieve  the  shortage  of  houses,  it  advanced  £1,200 
to  a  house-building  society  at  only  3  per  cant.  These 
are  merely  a  few  out  of  innumerable  instances.  There  is  pro- 
bably no  form  of  co-operative  enterprise  which  does  not  owe 
something  to  the  People's  Banks,  and  to  some  small  extent  they 
have  been  able  to  fill  the  gap  caused  by  the  absence  of  central, 
banks. -2 

134.     They    must    not,    however,    be    confused    with  the' 
*  central  bank.'     The  two  types   are   quite 
Differenees  between  the     distinct,  and  the   main   distinction   is   that, 

People  B  Bank  and    (a)   the  ■,  j.      i     i         i  i  •.        , 

Central  Bank;  whcrcas   a  Central   bank  advances   only  to 

its  affiliated  co-operative  societies,  a  People's 
Bank  deals  with  individual  and  society  alike.  Another  im- 
portant difference,  so  far  as  Germany  is  concerned,  is  that  in  the 
central  bank  membership  is  almost  entirely  confined  to  societies, 
while  in  the  People's  Bank  nearly  all  the  shareholders  are 
individuals. 

"Similarly  the  People's  Bank  must  not  be  confused  with  the 
fi)  The  Villa  e  Bank  tillage  bank.  It  is  not  uncommon  to  see 
(  )  e  1  age  an  .  ^^^  Punjab  village  banks,  simply  because 
they  have  shares,  described  as  '  Luzzatti  Banks.'  The  two  are 
as  different  as  town  and  country.  The  one  is  restricted  to  a 
Tillage  or  two,  the  other  may  embrace  a  whole  district  and  is 
almost  always  predominantly  urban.  In  the  village  bank  liabili- 
ty is  unlimited,  in  the  Luzzatti  bank  limited.  The  former  will 
have  20  or  30  members,  the  latter  may  have  several  thousand. 
Kovara  has  nearly  9,000,  Milan  over  26,000.  It  would  be  as 
appropriate  to  compare  the  bullock  cart  to  the  motor  car  as  the 
Punjub  village  bank  to  the  People's  Bank. 

135.     There  is  one  point   in   which  the   People's   Bank   is 

weaker    than    either    the    German   cen|;ral 

'^(arTh"eir  Isolation.       bank  or  thc  Punjab   village  bank.     I   have 

already  quoted  Signor  Luzzatti's  saying  that 

a  co-operative  society  should  always  be   independent   but   never 


»  800,000  lire. 

'  Cf,  pBWgrapli  48. 
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isolated.  Isolation  is  tte  "weakness  of  the  People's  Bank,  The 
German  central  banks  are  leagued  together  in  unions  and 
federations,  and  the  village  bank  both  in  Germany  and  India  is 
affiliated  to  a  union  or  central  bank,  or  to  both  ;  but,  apart 
from  an  association  at  Rome  which  gives  information  but  ex- 
ercises no  control,  the  People's  Banks  throughout  Italy  stand 
alone.  A  federal  bank  was  founded  at  Milan  in  1914  to  act  as 
a  balancing .  centre  for  their  business,  but  bad  management 
brought  it  to  an  early  grave,  and  now  the  bank  at  Novara  is 
trying  to  take  its  place.  In  finance  support  is  necessary,  and  iu 
Germany,  as  we  shall  see  shortly,  this  support  is  obtained  from 
^wo  large  banks.  The  isolation  of  the  People's  Banks  is  another 
instance  of  the  weakness  of  organization  that  we  have  so 
often  had  occasion  to  note  in  regard  to  Italy  in  the  course  of 
this  report. 

They  have  a  further  defect  which   is  a  serious  blemish  upon 
„,  .        .  ,.      ^  ^  their  co-operativo  character.    Dividends  are 

lo)  Appreciation  of  shaies,  i      ■,>      . ,     i  -i  ,i       l^      •       ■> 

not  limited  and  consequently  their  shares 
appreciate  in  value.^  Last  year  one  of  the  best  Peoj)le's  Banks 
in  Italy,  the  bank  at  Bologna,  was  selling  its  60  lire  shares  at 
152,  or  over  2J  times  their  value.  The  Ravenna  bank  was 
worse.  Its  shares  had  multiplied  four  times  in  value.  This  was 
a  feature  of  every  bank  I  visited,  and  the  practice  is  said  to  be 
universal.  Even  the  shares  of  the  four-year-old  bank  of  Venice 
have  already  appreciated  from  25  to  30  lire.  The  amount  of 
the  premium  to  be  paid  on  a  share  is  not  left  to  the  ebb  and 
flow  of  the  market,  but  is  fixed  once  a  year  by  the  directors,  who 
divide  the  reserve  by  the  number  of  shares  and  fix  the  premium 
accordingly.  The  practice  is  defended  on  the  ground  that  the 
reserve  belongs  as  much  to  the  shareholder  as  his  shares,  and 
that  as  the  one  increases  in  amount,  so  must  the  other  in  value. 
This  defence  might  be  accepted,  if  like  a  commercial  concern,  the 
object  of  a  co-operative  bank  were  to  make  profit,  but  this  is 
not  the  case  and  every  good  co-operator  will  agree  in  condemn- 
ing it,  if  only  because  it  must  tend  to  exclude  the  poorer  mem- 
bers of  the  community.  It  is  a  thing  like  this  that  gives  a  cer- 
tain point  to  the  scorn  felt  by  the  socialist  co-operator  tor  the 
People's  Banks,  which  he  regards  as  the  embodiment  of  his 
"  bete  noire,  "  the  middle  class.   Undoubtedly   both  in   Germany 

*  lu  1919  the  Ncvara  bank  distributed  14  per  cent. 

At  Ravenna  dividend  is  limited  to  6  per  cent.,  bat  sorplns  profit  is  distributed  in  the  form  of 
shares.  The  bank  was  founded  in  ]  886  wth  25  lire  shares.  In  1911  every  shareholder  was 
given  from  reserve  an  extra  share  for  every  thare  held,  and  in  1920  all  shares  were  doubled  in 
value,  again  by  adjustment  against  reserve,  so  that  an  original  si  are  of  25  lire  has  now  grown 
into  two  shares  of  tO  lire  ereb,  upon  both  of  whii  h  6  per  etnt.  can  be  paid.  This  meaus  that 
the  maxininm  dividerd  is  now  24  per  cent.  So  do  even  co-operators  adjust  their  ideals  to  their 
desires 
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and  Italy  the  urban  l)ank  belongs  more  to  tbis  class  than  to  any 
other,  and  the  pressure  of  circumstances,  which  in  all  industrial 
countries  is  now  squeezing  the  small  man  out  of  business,^  tends 
to  accentuate  this.  Those  who  can  lend,  and  those  who  can 
offer  good  security  for  a  loan  (character  by  itself  is  not  usually 
sufficient),  are  more  and  more  to  be  found  in  the  middle  classes. 
With  such  therefore  a  bank  must  mainly  deal,  and  to  a  co- 
operative bank  this  could  only  be  a  reproach  if  its  doors  were 
not  wide  open  to  the  humbler  members  of  all  classes. 

136.     That  the  man  of  modest   means  is   welcome  is  shown 

Dealings  witTi  the  po.rer  by  the  bank  at  Bologna.   In  1919,  two-thirds 

classes—  of  its   loau   tiausactions   were   for  sums   of 

(a)  Loans.  ^^^^  ^^  ^^^^^  2Q  pg^  cent,  indeed  were  for  less 

than  fifty  shillings,  and  about  one-third  were  made  to  workmen 
and  day  labourers  in  sums  which  averaged  little  more  than  £2 
each.  A  good  instance  of  assistance  to  the  minnows  of  business 
comes  from  Venice.  When  war  broke  out,  tourist  traffic 
abruptly  ceased  and  half  the  gondoliers  of  Venice  were  thrown 
out  of  work.  In  time  the  city  itself  was  deserted,  and  for 
several  years  the  gondola  rotted  unused.  When  at  last  peace 
came  and  the  civil  population  returned,  most  gondolas  had  to  be 
repaired  and  some  had  to  be  replaced.  But  the  gondoliers  had 
no  money.  The  local  People's  Bank  came  to  their  rescue  and 
advanced  £7,500  at  6  per  cent,  and  once  again  the  canals 
echoed  to  the  old  familiar  cries. 

But  it  is   not   only  by  loan  that  the   People's  Banks  benefit 
.  people  of  modest  means.     Every  bank  has 

•vingi  cposi  8.  ^  savings  deposit  branch  and  sums  from  one 

lira  upwards  are  accepted,  which  carry  a  slightly  higher  rate  of 
interest  (generally  an  extra  J  per  cent.)  than  an  ordinary 
deposit.  The  amount  that  may  be  deposited  in  this  way  is 
naturally  limited,^  but  at  Novara  it  is  as  much  as  10,C00  lire, 
in  this  bank  savings  deposits  amounted  last  year  to  as  much  as 
37  million  lire,  which  was  oneseventhof  the  bank's  total  deposits 
At  Venice  these  savings  deposits  are  said  to  be  as  advantageous  to 
the  bank  as  they  are  to  the  depositor,  as  they  are  never  with- 
drawn. To  make  them  popular  the  money-box,  which  can  only 
be  opened  in  the  bank,  has  been  introduced,  and  though  the 
bank  is  a  new  one,  2,500  are  already  in  use.  Those  savins^s 
deposits  are  a  good  instance  of  the  way  co-operative  banks  enable 
even  the  poorest  to  take  a  part  in  the  financing  of  commerce  and 
industry. 

»  Cf.  parRKraph  118  (d). 

*  The  ain'ont  that  may  be  depositel  in  oae  week  it  alio  limitfd.     At  Ravenna  for   instanjo 
Jt  ia  100  lire  (26  ■hillingi). 
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137.  I  propose  now  to  say  something  of  the  actual  working 
of  the  People's  Banks.  Owing  to  their 
^our  ep  re  sen  a  ive  j*gQ]^^jQn  g^act  general  information  is  diffi- 
cult to  get.  What  follows,  therefore,  is 
the  result  of  visits  to  four  representative  banks,  No  vara, 
Bologna,  Venice  and  Ravenna.  Novara  is  the  second  largest 
in  Italy,  Bologna  one  of  the  oldest  and  Venice  almost  the 
youngest.  The  fourth,  at  Eavenna,  was  chosen  because  it  is 
of  medium  size  and  operates  in  a  city  which  has  many  of  the 
features  of  an  ordinary  Indian  town.  The  headquarters  of  a  dis- 
trict, but  not  very  modem  nor  yet  entirely  mediaeval,  it  has  a 
few  factories,  a  port  as  sleepy  as  age  can  make  it— it  is  over 
1,500  years  old— and  a  population  of  64,000,  so  compactly  housed 
that  the  opeii  country  still  comes  up  to  the  gates  of  the 
city.  In  one  respect,  however,  it  is  as  advanced  as  any  town  ia 
Italy,  for,  as  we  shall  see  later,  Co-operation  is  more  developed 
in  Eavenna  and  its   neighbourhood  than  anywhere   else  in   the 

Seninsula  with  the  exception  of  Reggio  Emilia.  A^enice  needs  no 
escription.  Bologna  is  a  large  modern  town,  with  a  kernel  of  old 
huildings,  at  the  foot  of  the  Apennines  and  the  home  of  Italian 
socialism.  Novara,  famous  for  its  battlefield,  is  a  provincial 
country  town  whose  prosperity,  as  with  so  many  Indian  towns,  is 
bound  *up  in  the  prosperity  of  the  country  round  it.  Situated 
on  the  edge  of  the  Lombard  plain,  ike  most  fertile  tract  in  Italy, 
it  recalls  Batala,  and  like  Batala  on  a  clear  day  it  has  a  superb 
view  of  the  mountains  whose  rivers  make  its  soil  so  rich. 

The  bank  at  Novara  with  its  8,81"?  members  is  much  the 
largest  of  the  four  and  operates  over  two  districts.  Bologna  has 
5,600  members  and  the  other  two  nearly  2,000.  Both  ac 
Kovara  and  Bolgona  the  small  man  preponderates  to  the  extent 
of  80  per  cent,  in  the  former  and  of  90  per  cent,  in  the  latter.  ^ 
Bologna,  as  the  following  figures  show,  is  a  good  instance  of  the 
variety  of  membership  that  every  good  urban  baak  should 
have  : — 

Large  Landowners  ...         64        '  Capitalists  '  and 

bankers  ...         10 

Small  Landowners  ...    1,0G8       Merchants     and     Factory 

owners  ...         33 

Large  Tenant  Farmers      ...  11       SmallfTraders  ...    2,273 

Small  Tenant  Farmers      ...         91        Professional  Men  ...       524 


Field  Labourers 

11 

Secondary  School  Teachers         34 

Co-operative  Societies 

13 

Elemantary              School 

Teachers                   '    ...       157 

"Wage-earners 

...       337 

Gierke,  officials,  etc.        ...    1,006 

e2 
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133.     It  can  be  imagined  that,  in  dealing  with  so  various  a 

clientele,  the  advance  of   money  is   not    an 

Loans—      „  _,  ,  „       easv  matter.     Some  banks  keeD  a   *  Castel' 

(a)  The"  Castelletto."  ij/>  '   .  a  •'  j-i.- 

^  '  letto     or  register  oi  maximum   credit,   m 

which  the  -maximum  amount  that  may  be  loaned  to  each 
member  is  recorded.  Other  banks,  for  instance,  Bologna 
and  Ravenna,  prefer  to  decide  each  case  on  its  own 
merits,  believing  that  it  is  the  only  way  to  ensure  both 
discrimination  and  caution.  The  manager  of  the  bank  at  Bologna 
thought  the  use  of  the  *'  castelletto  "  encouraged  a  tendency  to 
advance  up  to  the  maximum  limifc  as  a  matter  of  course,  whereas 
under  the  other  system  every  operation  had  to  be  closely  scruti- 
nised. At  Venice  the  castelletto  is  maintained  by  one  committee 
and  loans  are  sanctioned  by  another.  The  castelletto,  too,  is 
revised  at  least  once  a  quarter.  Where  this  system  is  in  force 
there  cannot,  I  think,  be  any  serious  objection  to  its  employment.^ 

In  all  four  banks  no  loan   can   be   made   or  bill  discounted 
without  the  sanction  of  a  committee  appoint- 
(j)  Tiie  sanctioning  an-     q^  for  the   purposC;   which    mccts   at  least 
**"  ^'  once  a  week  and  in   some   cases   daily.     At 

Bavenna  loans  are  occasionally  made  by  the  director,  but  in  that 
case  he  is  responsible  if  default  occurs.  At  Bologna  the  mana- 
ger is  empowered  to  suspend,  but  not  to  make  a  loan.  This  is  a 
rule  that  should  be  unswervingly  applied  in  India. 

In  determining  the  amount  that  can  be  advanced  character 
is  considered.     In  the  business  orders  of  the 
(c)  .ocan  y.  Novara  bank  stress  is  laid  on  a  man's   capa- 

city *  to  carry  an  operation  through  to  a  good  conclusion,*  and 
upon  his  industry  and  thrift  and  '  above  all  his  honesty.'  With 
three  exceptions  security,  generally  personal,  is  always  taken. 
Normally  two  sureties  are  required,  and  one  of  them  must  be  a 
member.  ^  The  exceptions  are  loans  to  co-operative  societies,  loans 
against  shares  and  '  loans  of  honour.'  The  first  is  only  a  partial 
exception.  At  Venice  no  security  is  taken,  but  at  Novara  it  is  only 
dispensed  with  when  the  society  is  unusually  reliable  ;  otherwise 
a  guarantee  is  taken.  With  regard  to  the  second  exception, 
members  are  generally  allowed  to  borrow  against  their  shares  up 
to  three-fourths  of  their  value,  but  the  amount  advanced  in  this  way 
is  insignificant.^    In  India  the  practice  had  better  be  avoided. 

»  At  Novara  maximum  credit  is  fired  fo.- an  individual  at  20  per  cent,  of  the  estimated 
Talue  of  h\%  property  and  for  a  co-operative  society  at  50  per  cent,  of  its  share  capital  and  reserve, 
nnlers  it  is  unusually  experienced  in  which  case  more  wilPbe  given.  If  either  individual  or 
•ociety  deals  with  another  bank  n3  farther   advances  will  be  made. 

*One  co-oporativs  society  may  act  as  surety  for  another. 

•At  Xovar  a  only  B  6,000  out  of  £1  million. 
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Of  even  less  importance  is  *'  the  Loan  of  Honour."     Bolosrna 

„  „  is  the  only  one  of  the  four  banks   to   main- 

id)  The  Loan  of  Honour.     ^^.^  .^^  In  1 919  about  £3,000  wero  advanced, 

mostly  to  poor  working  men.  Loans  are  made  to  members  and 
non-members  alike,  but  no  loan  may  exceed  300  lire  (about  £4), 
The  first  100  lire  are  free  of  interest  and  only  3  per  cent,  is 
charged  on  the  rest.  Honesty  of  character  is  the  sole  security,  and 
to  ascertain  whether  an  applicant  has  the  necessary  qualification  v 

there  is  a  special  committee,  chosen  from  pepole  in  touch  with 
the  poor,  to  enquire  into  the  circumstances  of  eaoh  case.  It  is 
characteristic  of  the  bank  at  Bologna  that  it  still  maintains  this 
most  humane  element  in  its  business.  Even  if  the  amount  ad« 
vanced  is  small,  it  is  a  constant  reminder  to  the  bank  of  its  ideals. 

Mortgage  security  is  rare,  and  two   of  the  four  banks  do  not 
, ,  „         ,  „       ,    ,    accept  it  at  all.     It  is  in  fact  unsuited  to  aa 

ftf)  Form  and  Uenewal   of  i  i         t  •-      i«  j      • 

LoauB.  urban   bank,  as   it   ties   up   money   and   is 

difficult  to  realise.  Most  loans  are  secured 
in  the  first  instance  by  promissory  notes  (cambiali)  in  the  form 
of  a  bill  of  exchange,  and  though,  nominally,  repayment  is  due 
in  four  or  at  most  six  months,  renewal  is  invariable,  as  long  as 
one-tenth^  of  the  loan  is  repaid  and  the  security  continues  good. 
Moreover,  renewal  will  be  repeated  again  and  again  on  the  same 
conditions  till  the  loan  is  finally  repaid.  This  usually  takes 
about  3  years  It  is  therefore  Throng  to  suppose  that  an  urban  bank 
can  only  make   loans   for  a  few  months,   and  that  consequently  * 

they  are  of  no  use  to  agriculture.    Even  the  large  joint  stock  banks 
in  England  will,  if  necessary,  make  loans  for  5  or  10^  years. 

Thanks  to  this  system  of  renewals,  upon  which,  it  seems,  as. 
,  »  -       ^  ,  much  reliance   can  be  placed  as  if  the  fact 

{J)  Leans  to  farmers.  •«       -n  i    i     -i     •        it 

were  specifically  stated  in  the  promissory 
note,^  a  People's  Bank  can  be  as  useful  to  a  farmer  as  to  a 
trader.^  At  Venice  loans  are  made  on  precisely  the  same 
conditions  to  both,  except  that  in  the  matter  of  repayment  a 
farmer  is  treated  with  a  little  more  indulgence  than  a  trader. 
As  the  director  said,  a  farmer's  honesty  is  '  fortissimo.* 
At   Bologna    a  loan   to  a  farmer   is     normally   only  renewed.  "v 

*  The  Nov&ra  bank  reqnires  one.fi th. 

'  It  is  a  fiction  of  roodern  banking  that  joint  stock  banks  d  i  not  make  long  periol 
loans,  i.e.,  loans  for  over  a  year.  It  is  true  that  they  will  net  be  made  for  more  thin  6  months  or 
a  year  in  the  firat  instance,  but  if  the  security  continues  sound  they  will  be  renewed  agaiu  and 
again.     In  this  way  loans  may  run  on  for  20  or  30  years. 

•  The  advantage  to  a  bank  of  renewal  is  that  the  position  of  the  appHcant  and  the  valad 
of  the  security  is  periodically  reviewed,  and  if  either  is  unsatisfactory  renewal  can  be  refused 
and  the  lean  recalled.  Actually,  as  even  London  baokerj  admit,  it  la  very  difficult  to  recall  • 
Joan.    Pressure  can,  however,  be  applied  to  have  the  debt  reduced.  * 
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« 

once,  viz-t  after  six  months.  Crops  in  that  district  are  so  varied 
and  so  generally  insured,  that  a  loan  can  almost  always  be  repaid 
in  a  year. 

As  in  Germany,   the   cash   credit  account   is   becoming  in* 

(a)   The    Cash    Credit     ^rcasingly   populap.     Last  year  £6   millions 

Acconnt.  were  pnid  in  and   out  of  the   Novara   bank 

in  this  way.  Accounts  are  secured  by  a 
promissory  note  which  is  renewed  every  six  months,  and  once 
a  quarter  ,  every  account  is  scrutinised,  and  if  not  properly 
operated  it  is  closed.  / 

Credit  is  occasionally  allowed  to  people  who  are  not  members^ 
,^,   ^  ,.       .,^  Over  50  per  cent,  of  the   business  at  Novara 

(h)     Dealings  with    non-       •  .,1       ^  ^  i  ,i  , 

reenbers.  IS  With  non-membcrs  who  pay  the  same  rates 

as  members.     This  very  undesirable  practice 

is  justified  on  the   ground   that   it   may   lead   clients   to  become 

members.     The  other  three  banks,  with  unimportant  exceptions, 

five  DO  credit  at  all  to   non -members,   though   of  course   they 
iscount  their  bills. 

Default   appears  to  be  rare,     ^t  Venice  no  one  has  yet  had 

(')   Deffuters  ^^  bc  sucd.     At  Eavcnna  not   a   penny  has 

been  lost  for  10  years.     At  Ncvara  last  year 

cnly  £1,200  were  lost  out   of  a  total  of  £6   millions   advanced, 

and  in  six  years  there  have  been   but  three  cases  in  which  shares 

have  had  to  be  sold  for  default. 

139.     These  banks  are    managed    and   controlled  like  every 
Mana  ement—  othcr  co-opcrative    socicty  in  Italy,  that   is 

to  say  they  have  a  committee   mainly   con- 
(o)  he  ommittee.  sistiug  of  busiucss    men,  and  a  board  of  five 

•  Syndics  '  corresponding  to  the  German  board  of  supervision. 
In  only  one  of  the  four  hanks  (Bavenna)  is  the  committee 
honorary.  At  Bologna  and  Venice  member?  get  a  few  shillings 
for  each  sitting,  but  at  Ncvara  10  per  cent,  of  the  profit,  which 
in  1920  amounted  to  Ks.  £55,000,  is  distributed  amongst  the 
many  headquarter  and  branch  committees  maintained.  We 
have  already  seen  how  increasingly  difiicult  it  is  even  in  Ger- 
many to  secure  honorary  mangement,  where  much  work  is 
entailed,^  and  in  all  these  banks  membership  of  committee  is  no 
fiinecure.  At  Novara  each  member  in  turn  attends  the  banks 
daily  to  supervise,  its  working.  At  Eavenna,  where  the  com- 
mittee is  a  body  of  24  men,  four  take  it  in  turn  to  serve  on  a 
Bub-committee  for  a  week  to  sanction  the  necessary  credit  opera- 
tions, and  meet  twice  a  week  for  the  purpose.  At  Bologna  the 
discount  committee   meets   daily.     It  is  a   mistake,  however,  as 

is  so  often  done  in  Italy,    to  give    the   committee   a  percentage 

t»  — — ^ —    ■ 

*0/.  paragraphs  112  (7)  and  128  (</). 
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of  the  profits,  as  it  is  a  temptation  to  STrell  them  unduly, 
either  by  speculative  enterprise,  or  by  insufficient  deprecia- 
tion allow  ances,  or  even  by  adjustment  of  the  balance  sheet. 
The  Excess  Profits  Tax  has  shown  that  the  latter  is  not 
Tery  difficult.  Members  of  the  committee  should  generally  be 
men  of  substance  who  will  not  require  to  borrow.  At  Novara 
they  are  all  required  to  hold  the  maximum  number  of  shares, 
and  there  is  a  rule  that  any  member  failing  to  attend  three 
meetings  without  excuse  shall  be  removed — but  th'ere  always 
appears  to  be  excuse. 

Opinion  varies  as  to  the  value   of  the   'Syndics.*     If  they 
„,  ^     „    ,.   ,  perform  their   duties   they   are    admittedly 

(5)  Tlie  •  Syndic?.'  ^       p    i  *  t  at  i.i  i  ^t       j     ^.t, 

^  useful.     At  rsovara  they  always  attend   the 

committee  meetings.  At  Ravenna  once  a  year  they  check  the 
title  deeds,  securities  and  promissory  notes  to  see  if  they  tally  with 
the  entries  and  the  different  registers.  But  on  the  whole  they 
are  not  very  active  and  this,  it  may  be  noted  in  passing,  appears 
to  be  the  case  throughout  Italy.  ^ 

One   general   meeting   is   held   a  year.     As  with  most  larg© 
, .    r,       ,      ..  societies  attendance   is   poor.       At    Venice 

(c)     General  meetings.  ,         ,    -.^ry         ,       p  a    <-/\n  i    -n  f  r^ 

about  100  out  or  1,<00  come,  at  Ravenna  50 
out  of  1,800.  Bologna  is  perhaps  the  best  in  this,  as  in  other 
respects.     In  1920,  448  out  of  5,599  attended. 

140.     The  genesis  of  a  People's  Bank  is  well   illustrated  by 

Genesis    of  s    Peo  b'a     ^^^  bank  at  Venice,  which   was   founded  m 

Bank.  the  middle  of  the  war.     Funds  were   raised 

by  shares  (25  lire  each)  and  deposits,  the 
latter  made  by  well-to-do  members  who  wished  to  give  the  bank 
a  start.  A  cash  credit  account  of  £80,000  was  secured  from 
two  leading  commercial  banks  which  apparently  demanded  no 
security,  relying  entirely  upon  the  character  of  the  bank's  direc- 
torate. For  two  years  no  dividend  could  be  paid,  and  after  the 
disaster  at  C  aporetto  the  bank  had  to  fly  from  a  deserted  city 
to  Rome  where  it  remained  two  years.  It  now  has  four 
branches,  each  with  its  local  committee,  over  4,000  depositors, 
and  more  than  £3  millions^  on  deposit.  its  members  have 
increased  from  130  to  1,700,  and  dividends  of  8  per  cent,  are- 
distributed.  All  of  which  has  been  achieved  in  four  years.  It  is 
in  fact  a  singularly  encouraging  example  to  those  who  would 
start  urban  banks  in  India.  But  they  should  remember  that 
from  the  start  the  bank  at  Venice  had  a  highly  competent 
manager.     In  banking,  as   in  every  other  form  of   co-oper.Uive 

.1^-  '  §€6  alf>oAppendix  («) 

3  25  miUicn  lire. 
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/enterprise,  the  manager  is  the  pivot  of   success.     Even   in  Ger- 
many a  number  of  the  earlier   urban  banks     failed,    because 
.their  managers  were  dishonest  or  incapable. 

141.     Remaining  points  to  be   noticed  in   cornection   with 

Miscei'iaBeona  Points.         Peoplc's  Bauks  are  :- 

(1)  The  ordinary  commercial  market  rate  of    7    to   8   per 

cent,  is  charged  for  loans,  and  as  fixed  deposit  rates 
run  from  2^  to  5J  per  cent,  (according  to  period), 
the  margin  for  working  expenses,  reserve  and  profit, 
is  about  3  to  4  per  cent,  which  is  considerable.  At 
0  Venice  only  6  per  cent,  is   charged   for    loans  up    to 

ICO  lire  (25  shillings).  Compound  interest  is  always 
charged  on  unpaid  accounts.  Though  not  very 
co-operative,  this  is  also  frequently  done  in  the 
German  urban  banks. 

(2)  The   rate  for  deposits  at  call  was  3^  per  cent,  in  three 

banks  and  2  per  cent,  in  the  fourth.  At  Novara  not 
more  than  £120^  may  be  uplifted  at  sight,  two  days* 
notice  are  required  for  £300  and  10  days  for  larger 
sums.     Some  such  limit  would  be  useful  in  India. 

(3)  The  issue  of  "buoni  a  scadenza  fissa,"  bonds  for  a 
fixed  period,  which  are  an  original  feature  of  People's 
Banks,  was  suspended  during  the  war  but  has  sincTS 
been  renewed.  They  are  issued  for  periods  varying 
from  six  months  to  two  years,  and  carry  a  fixed  rate 
of  interest.  They  are  simply  a  device  to  raise  money 
for  a  longer  term  than  the  deposit  at  call.  They 
differ  little  from  the  fixed  deposit,  and  were  intro- 
duced in  the  first  instance  because  the  latter  was 
unpopular.  Now,  however,  treasury  bills  are  said  to 
be  preferred  and  in  any  case  the  amount  they  bring 
in  is  insignificant,  at  Novara  for  instance  only  2J 
million  lire  against  deposits  of  266  millions. 

(4)  As  in  the  German  co-operative  banks,  the  maximum 
amount  that  may  be  advanced  to  any  individual  by 
the  discount  committee  is  always  fixed.  At 
Bologna  it  is  £2,500.  In  the  Novara  Bank  it  is 
£25,100  at  headquarters,  and  for  the  different 
branches  it  varies  from  £60  to  £600. 

(5)  Each  branch  of  the  Novara  Bank  has  its  own  dis- 
count committee  to  sanction  loans.  Accounts  are 
submitted  to  headquarters  once  every  10  days. 

*  10,100  Ure.     At  Venic*  tbe  maximam  U  £60. 
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(6)  Taxation  is   heavy.      In   1919,   Novara  had  to  pay 

£37,5001. 

142.  If  these  four  banks  are  typical,  the  financial  position 
.    „  , .        of  the  People's  Banks  is  sufficiently   strong:. 

<3eneral  Financial  Position.       /-n    i         ■   tt      •        •     j.i_  i*      -i 

Only  at  Venice  is  the  reserve  comparatively 
small.  At  Novara  and  Bavonna  it  is  maintained  at  50  per  cent, 
of  the  share  capital  ;  at  Bologna  it  is  If  times  as  large.  A  fair 
ratio,  too,  is  maintained  between  share  capital  and  reserves  on 
the  one  side  and  deposits  on  the  other.  For  the  four  banks  the 
average  is  11  per  cent.,  -which  compares  well  enough  with  Ger- 
many, where  the  ratio  for  871  Schulze-Delitzsch  banks  in  1918 
was  13^  per  cent.  But  it  must  be  remembered  that  Schulze,  the 
founder  of  the  urban  movement,  thought  that  the  ratio  should 
be  as  much  as  25  per  cent.^  Por  the  moment,  however,  owing 
to  the  great  depreciation  of  currency  in  Italy  and  Germany,  this 
is  a  counsel  of  perfection.^  Considering  that  the  People's 
Banks  have  had  no  help  from  Government,  they  represent  a 
considerable  achievement  and  afford  Italy  just  the  example  of 
self-help  that  she  needs.  Their  weakness  is  their  isolation,  and 
their  danger  the  profit-seeking  atmosphere  in  which  they 
live.  In  the  town  co- operative  fire  is  apt  to  burn  low.  In 
ancient  Rome  fire  was  regarded  as  so  important  that  it  was 
maintained  by  special  means.  The  vestal  fire  of  Co-operation 
also  requires  its  guardians.  It  is  a  defect  of  the  People's  Banks 
that  these  guardians  are  lacking  and  that  there  is  no  central  fire 
to  kindle  and  inspire. 

143.  The    People's   Bank  in  its  origin  is  a  modification  of 

the  German  co-operative   urban   bank,   the 

The  Urban  Bank  in   Ger-       fij.g|^     Qf     -v^hich     WaS     fouudcd  by  SchulzC  of 

™^°^'  Delitzsch  in  1850.     It  was  not  till   15  years 

later  that  Signer  Luzzatti,  his  most  distinguished  '  alumnus,* 
carried  the  seed  of  this  new  movement  across  the  Alps  and 
founded  the  first  People's  Bank  at  Milan.  In  Germany,  even 
■allowing  for  the  difference  of  population,*  the  movement  is  still 
stronger  than  in  Italy  and  on  the  whole  more  genuinely  co-opera- 
tive. Including  the  societies^  that  were  originally  started  to 
finance  the  craftsman  and  the  artisan,  there  are  now  about  1,900 

'  3  million  lire,  viz  : — 

22  per  fcent.  of  the  interest  paid  to  depositors,  17  per  cent,  of  net  profit,  17  per  ceat.  of 
share  premia,  10  per  cent,  of  stipends. 

»  Wolff,  People's  Banks. 

*  In  QermanyJ  the  ratio  in  1914  w»s  27J  per  cent,  -^ 

*  Germany  —  57-8  millions  (official  estimate  1919^,  bot  sea  note,  page  5. 
Italy        —  35-8  (Census  1911) . 

*  Already  described  in  paragraph  118. 


co-operative  urban  banks  in   Germany.^     They  are  scattered  all 
over  the  country,  and  like  the  village  banks  are  mostly  affiliated 
to  a  local  Audit  Union,  which  may  include  Craftsmen   societies 
and  co-operative  stores  as  well.     These  Unions,   which  in   1920 
numbered  47,  are  all  affiliated  to  the  Schulze-Delitzsch  Federation 
at   Berliu,^     Pinancial  support    is    obtained  either    from    the 
Prussian  Central  Co-operative  Bank  or  the  Dresden   Bank,  with 
which  a  special  arrangement  has  been   made.^     Thus  the  urban 
banks  are  as  well  organised  as  village  banks,  and   they  need   all 
the  support  that  organisation  can  give  them,  as  the   pressure   of 
the  large  commercial  bank  is  being  increasingly  felt.  .  The  object 
of  the  latter  is  to  buy  up    the   smaller   banks,    and  in  this   they 
have   often   succeeded.     Accordingly  the  banks   are  advised  to 
make  themselves  as  "  bankmassig  "  as  possible,  that   is   to  say, 
to  undertake  every  form  of  business  open  to  a  bank,  and  to  work 
on   thoroughly    commercial    lines.     A    tendency    in   the   same 
direction  has  been  noted  in  the  case  of  the   People's   Banks,   and 
we   have   seen   with  tbem   bow   commercialism   may  become  a 
danger  to  the  co-operative  spirit.     In  Germany,  too,  the    danger 
exists,   but  the  German   Bank   is   less   open  to  attack  than  the 
Italian,  as  it  is  more  genuinely  co-operative.. 

144.     This  may  be  briefly  illustrated  by   the  following  dif- 
^._  ^ ,       ~      ferenoes  between  the  two  systems  : — 

Differences    between     the  •* 

German  and  Italian  ^ystems, 

(1)  Shares  are  not  allowed  to  appreciate  in  value.     A  few 

banks  introduce  the  thin  end  of  the  wedge  by  charg- 
ing large  entrance  fees. 

(2)  Though  dividends  are  not  limited,  in  practice  they  do 

not  usually  exceed  6  per  cent.  A  reason  for  this  is 
that  a  scciety  distributing  more  than  5  per  cent,  is 
liable  to  be  taxed. 

(3)  In  Italy  the  full  market  rate  is  generally  charged  for 

loans,  in  Germany  the  rate  is  about  1  per  cent.  less. 
This  is  possible,  as  lower  dividends  are  distributed 
than  in  Italy,  and  it  follows  that  the  German  co- 
operative bank  has  still  an  advantage  over  the 
commercial  bank,  and  to  that  extent  is  better  ablfl 
to  resist  its  pressure. 

(4)  Under   German  law  no  credit  can  be  given  to   non- 

members. 


»  At  the  end  of  1920  th«re  were  1^08. 
•  Cf.  Introduction,  paragrapti  7. 
*  See  paragraph  44. 
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(o)  TLe  German  banks  are  united  in  a  common  organisa- 
tion and  not  isolated  like  the  Italian.  A  higher  co- 
operative standard  can,  therefore,  be  maintained. 

145.     It    would     only    be   natural   if     the   German   bank 
did   less   than    the   Italian  for  agriculture, 
*^   ^^'^  '  as     Germany     is      more     industrial     than 

Italy  and  is,  moreover  well  provided  -with  village  banks. 
Actually,  however,  one-third  of  the  members  are  agriculturists, 
•which  is  as  high  as  the  proportion  in  Italy.  Of  the  re- 
maininof  two-thirds  half  belong  to  the  industrial  and  half 
to  the  middle  classes.  In  constitution  the  most  important  differ- 
ence between  the  German  and  the  Italian  banks  is  that  over 
600  of  the  former  have  unlimited  liability.  When  the  move- 
ment started,  this  was  the  only  form  permissible  by  German  law, 
and  it  has  persisted  since.  Now,  however,  there  is  a  marked 
prejudice  against  unlimited  liability,  and  many  banks  are  con- 
verting from  the  one  form  into  the  other. ^  Unlimited  liability 
is  only  safe  when  members  know  rach  other  well  and  can 
exercise  a  close  control  over  the  management.  In  a  town  bank, 
with  its  complicated  business  and  with  a  membership  which  runs 
into  hundreds  and  possibly  thousands,  this  is  clearly^  impos- 
sible. Accordingly  limited  liability  is  to  be  preferred,  unless  a 
large  sum  has  to  be  borrowed.  In  that  case  the  bank  should  be 
kept  small  and  only  neighbours  should  be  admitted. 

146.     There ^re  certain  differences  of  working   between"  an 
. ,    .  ,  „         ^    ^       Italian  and  a  German   bank,   and   the  best 

Atypical  German  bank.  .mi       j.      x       j^i  mi  i       ^         i  -i 

way  to  illustrate  them  will  be  to  describe  a 
typical  German  institution.  I  take  the  *Volks  Bank,'  that  is 
to  say  the  People's  Bank,  at  Coblenz,  a  town  of  about  the  same 
size  as  Ravenna,  but  far  more  modern  and  the  headquarters  of 
a  province  instead  of  a  district. 

The  bank  was  founded  in  1866,  the  year  in  which   the   first 

(a)  Membershi  *       ^hrcc    Pcople's  banks  in  Italy   were  started. 

"^^  '^"  It  opened  with   12  members  *and   now   has 

1,019,  including  139  women.     The  more  interesting  categories  are 

as  follows : — 

Craftsmen  ...  267    (S   wo-     Independent  Merchants 

men).         and  Tradesmen       ...  223  (18  wo- 

Peasant  proprietors         ...     63  -n    .               j     /-x                       nien;. 

Owners  of    Hotel.,    Res-  ^^'^     and     Quarry 

A          4.        A  T>     I              fl->  -in  Owners   and    House 

tanrants  and  Boats     ...     6.2  ilO  wo-  x.   -u                                 «» 

^          ,  isuilders                   ...     92 
men) . 

»  Cf.  paragraph  16  (c). 

*  For  476  German  banks  in  1918  the  mverage  membership  was  aboat  250. 
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Pleld  labourers  ...       5  ^f^?   ^^'""''^  '"^  /^«-   ,, 

torieSj  qnarnes,  etc.      23 

In  business  but   not  inde-  o  i      i-     i.       d  -i 

pendent  25                    Subordinate     Railway, 

^                                 '"  "                          Post   and   Telegraph 

Doctors,  Chemists,    Mas-  officials,   and    boat- 

ters,    Artists,    Writers,  men  and  waiters     ...     6o 
State     and    Municipal 

officials                         ...  101 

This  is  a  varied  list,  but  the  membership  of  an  Indian 
urban  bank  might  be  almost  as  varied.  On  the  whole  it  is  very 
like  the  list  given  for  the  Bologna^  Bank.  The  Coblenz  Bank 
has  no  specified  area,  bat  broadly  speaking  operates  in  an  area 
equivalent  to  an  Indian  district. 

All  advances  are  made  on  the  cash   credit  system,  and  every 
m  Adv  DC  ^^^^  credit   account  is   secured   by  a   bond 

with  sureties  in  the  usual  way.  Ko  period 
is  fixed,  so  that  the  amount  advanced  can  at  any  time  be  re- 
called. This  system,  which  is  more  and  more  replacing  the 
specific  loan,^  demands  close  control  on  the  part  of  the  manage- 
ment. At  Coblenz  this  is  secured  by  constant  check.  A  director 
told  me  that  he  was  continually'  checking  members'  accounts. 
Before  anyone  is  allowed  a  cash  credit  account,  careful  enquiries 
are  made  through  a  local  agent.  These  local  agents,  or  '  men 
of  trust'  as  they  are  called,  are  commonly  employed  in 
Germany^.  No  '  Castelletto  '  or  register  of  maximum  credit  is 
kept,  as  it  is  everywhere  the  practice  to  decide  each  case  on  its 
merits.  The  sanction  of  the  board  of  supervision  is  always 
required  before  credit  canbe^ranted.  Though  non-members  are 
not  allowed  credit,  they  may  open  accounts  and  get  loans  against 
deposits  or  scrip,  but  not  against  a  mortgage,  as  this  form  of 
security  is  not  sufficiently  fluid  for  a  person  over  whom  the  bank 
has  no  control.  To  members  advances  will  be  made  against  house 
(not  agricultural)  property  up  to  75  per  cent,  of  its  value. 
tJnlike  Italy,  a  mortgage  is  constantly  used  in  Germany  as 
collateral,  though  not  as  primary'^  security.  No  loans  are  made 
against  shares,  as  under  German  law  this  is  forbidden,  but 
advances  will  be  made  against  scrip  up  to  60  per  cent,  of 
their  market  value  and  ^Iso  against  goods,  provided  that  they 
are  formally  pledged.  As  in  Italy  no  loan  can  be  made  by  a 
director  on  his  own  responsibility,  but  only  with  the  sanction  of 
the  committee. 

•Paragraph  187. 

*  In  1918,  in  476  banks  caul)  credit  advances   wore   78   per  cent,  of  the   whole.     The  per*- 
centage  baa  prolably  ii  creased  since,  bat  tbe  loan  ii  still  common  in  the  smaller  country  towns. 

»C/.  parngraphs  90  (a)  and  91. 

*Cf.  paragraph  12  (cLepttr  1). 
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The  committee  consists  of  three  members,   all   paid   official* 
,  ,  „  ,  of  the  bank.     This  is  the  usual  practice, 

(c)  Management.  i   •  i    •      i  •  .  ■•■  . 

and  it  19  done  to  secure  expert  management, 
which  is  essential  in  modern  banking.  It  can  readily  be  under- 
stood that  in  the  circumstances  a  heavy  responsibility  devolves 
upon  the  board  of  supervision,  and  Mr.  Wolff  is  doubtless  right, 
when  he  says  that  in  these  banks  everything  hinges  upon  the 
way  the  board  performs  its  duties.^  The  board  meets  once  a 
fortnight  to  check  all  accounts.  Once  a  year,  too,  it  divides 
itself  into  three  sub-committees  of  three  members  each  to  check 
every  loan  account  and  scrutinise  the  security  supporting  each. 
This  ordinarily  takes  five  days.  In  addition  the  committee 
makes  a  separate  check  once  a  year,  so  that  business  is  well  con- 
trolled. As  at  Venice,  savings  deposits  are  encouraged  by  a 
slightly  higher  rate  of  interest  and  by  the  use  of  money  boxes 
of  which  500  have  been  given  out.  Only  6  per  cent,  is 
charged  on  advances,  which  is  a  full  1  per  cent,  h  ss  than  the 
local  commercial  rate.  Discount  business  is  done,  but  to  a  much 
less  extent  than  in  the  four  Italian  banks. ^  Dividend  is  not 
limited,  but  it  never  exceeds  6  per  cent.  The  only  blemish  on 
the  bank  is  that  not  more  than  25  to  30  members  attend  its 
general  meetings.  This  I  understood  is  a  common  fault  with 
Urban  banks  in  Germany. 

»WolfE,  People'*  Banlct ;  cf.  also  Appendix  (e). 

•In  1918,  in  476  banks  discount  business  Was  only  20  per  cent,  of  the  whole  cf.  paragraph  132, 


CHAPTER  XII.— The  Village  Store  in  Italy  and  Ireland. 

^14i7.     *'  The  defence  and  salvation  of  the  body  by  daily  bread 
.       '  „   ,  is  still  a  study,  a  religion  and  a  desire.*'     So 

wrote  a  famous  writer  30  or  40  years  ago.^ 
Por  Central  Europe  since  the  Armistice  it  might  almost  be 
described  as  a  passion  and  a  craving.  In  Germany  last  winter 
people  still  stood  three  or  four  deep  hungrily  scanning  the  food 
in  the  shop  windows.  In  Italy  prices  were  four  or  five  times 
as  high  as  before  the  war.  Despite  all  the  efforts  of  Govern- 
ment,, the  profiteer  in  one  shape  or  another  reigned  supreme. 
Only  one  remedy  has  been  available  — Co-operation.  In  Ger- 
many, since  the  war  began,  urban  stores  have  doubled  their 
members.  ^  In  Italy,  in  town  and  country,  the  store  has  multi- 
plied in  hundreds,  and  in  Ireland  it  is  becoming  the  centre  of 
the  CO- operative  movement.  In  India,  thongh  prices  have  soared 
less  than  in  Europe,  need  is  almost  as  great,  for  the  village  bania 
or  shopkv?eper  is  too  often  both  extortionate  and  incompetent ; 
extortionate  because  he  is  generally  a  monopolist,  and  incom- 
petent because  he  is  too  lazy  or  too  ignorant  to  organize  his  trade.' 
In  Russia,  a  country  that  once  resembled  India,  the  co-opera- 
tire-  store  long  ago  captured  the  village,  and  its  20,000 
stores  show  what  can  be  accomplished  where  need  is  great.* 
There  are,  however,  difficulties  as  the  following  pages  show%  and 
it  is  a  question  whether  development  in  India  should  be  on 
German  or  Italian  lines.  In  Germany,  as  at  present  in  the 
■Punjab,  agricultural  requirements  are  supplied  but,  for  reasons 
which  have  already  been  explained,  no  effort  is  made  to  displace 
the  village^  shopkeeper.  So  far,  therefore  as  the  village  store 
is  concerned^  we  must'  turn  to  Italy  and  Ireland  for  experience. 

148.     At  the  end  of  1920  out  of -a  total  15,000   societies   in 
„  . ,. ,      ^     ^  .^  ,.      Italy   over   6,000    were  co-operative   stores. 

Socialiat     and       Catholic       -r-r  £  n  ii  iVij^i  •ti 

aims  in  itaJy.  How  many  01  these  belonged  to  the  village 

it  is  impossible  to  say,  but  the  number  can 
hardly  be  less  than  3,000.  The  societies  fall  into  two  main 
groups,  Catholic  and  Socialist,  though  many,  especially  amongst 
the  older  societies,  are  independent  of  any  organization^.  The 
country  is  the  natural  field  of  the  Catholic,  as  the  town  is  of  the 

^Thomas  Hardy — Far  from  the  Madding  Crowd. 

*  Now  aboat  3  million. 

*  In  the  Pnnjib  '  there  is  actually  one  shopkeeper  for  every  20  futnilies,  so  that  every  2j 
families  are  taxed  with  the  cost  of  miintaiaing  oaj  shopkeeper's  lanily  "—Calvert— Co- oj)era<toi» 
in  the  Punjab,  page  14. 

*  Bnbnuff— TAe  Co-operative  Movemtnt  in  Su$sia,  pagd  46. 

*  See  paragraph  iS2. 

«  In  December  192.)  the  Socialists  claimed  aboat  2,600  Societies  and  the  Catholics  8,200. 
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Socialist,  and  though  each  in\^ades  the  other's  sphere,  rural 
members  preponderate  ia  Catholic,  and  urban  in  Sosialist  socie- 
ties. The  Socialist's  ambition  is  a  centralized  system  of  lar:»e 
societies  with  local  branches,  the  Catholic's  a  federation  of  small 
independent  societies  each  of  which  is  a  living,  autonomous 
unit.^  The  Co-operative  Alliance  at  Turin  with  l6,000  members 
and  39  branches  is  a  good  example  of  the  formar.  The  Socialist 
would  merge  the  individual  in  the  mass,  the  Catholic  in  the 
family.  To  the  Catholic  a  co-operative  society  is  the  family  en- 
larged to  include  neighbour  as  well  as  relation.  For  trade  the 
Socialist  claiins  that  his  system  is  the  more  efficient  of  the  two. 
The  Catholic  replies  that  the  small  independent  society  can  buy 
its  goods  direct  which  a  mere  branch  cannot  do.  Large  societies, 
too,  develop  monopolist  tendencies  which  are  a  sure  road  to  high 
prices  Further,  stressing  moral  and  sometimes  religious  issues, 
lie  maintains  that  Christian  feeling  and  mutual  help  will  thrive 
better  in  a  small  society  with  strong  local  ties  than  in  the  more 
impersonal  atmosphere  of  a  large  loosely-organized  mass.  The 
store,  appealing  primarily  to  the  body,  if  not  to  the  stomach,  is 
probably  less  favourable  to  the  co-operative  virtues  of  self-help 
and  good  fellowship  than  any  other  important  form  of  Go-opera- 
tion. Incidentally,  this  is  an  objection  to  the  "school  of  thought 
that  would  subordinate  every  form  of  Co-operation  to  the  store. -^ 
Accordingly  in  building  up  an  organization  of  siores  it  is  import- 
ant to  choose  the  system  most  calculated  to  foster  moral  as  well  as 
material  advantage.  To  this  extent  certainly  the  small  society 
is  to  be  preferred  to  the  large,  and  if  one  society  is  'federated  to 
^noth^  it  should  be  reasonably  efficient. 

149.     Probably  75  per  cent,    of   the  stores  in  Italy   have 
™,  ^ .  T  ,         been  started  since  the  war,  and  numerically 

The  movement  m  Ifaly.  .,  ,.  i    •  .       i.  j  -t         i> 

they  are  now  the  most  important  branch  or 
<!o-operation  in  the  country.  For  this  the  profiteer  is  mainly 
responsible,  but  many  societies  have  also  been  started  to  secure 
the  preferential  treatment  accorded  by  the  Food  Controller  to 
co-operative  societies.  '  Bluffisti  !  '  —  a  co-operative  journal 
calls  them.  As  with  other  forms  of  Co-operation,  the  store  is 
much  more  numerous  in  the  Xorth  than  in  the  South  of  the 
peninsula.  The  want  of  energy  due  to  Southern  warmth 
and  the  lack  of  good  managers  account  for  this.  The 
latter  have  often  to  be  imported  from  the  North.  On  one 
occasion  at  a  meeting  of  priests  to  form  a  society  to  supply 
them  with  clothes  one  of  them  asked — "  and  who  will  protect 
us  from   our  manager  ?"      An   inspector   told  me    that     the 

*  Amount  the  Catholics  too  are  some  wuo  desire  large  socletiea.     Ia  Italy  few  general  state- 
ments can  be  made  without  qnalificatioa  or  exception. 
iSeeintrodnction,  paragraph  12  (a). 
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co-operative  store  was  three  or  four  times  as  difficult  a  matter 
in  the  South  as  in  the  North,  and  that  continual  inspection  and 
rigorous  control  were  necessary.  I  mention  this  as  conditions 
in  India  may  not  be  very  different.  In  the  North  the  difficulty 
is  to  keep  pace  "with  the  movement.  Ip  the  district  of  Bergamo 
at  the  foot  of  the  Alps  two-thirds  of  the  communes^  already 
have  socities,  and  in  the  old  Austrian  district  of  Trent  there- 
are  286  for  330  communes.^ 

150.     For  the   mOst   part   the  older  societies  deal  only  in 

provisions.     The  new  ones  are  also  attempt- 

Tbe  System—  Jug     the    supply   of     agricultural   require- 

(o)  The  goods  sold.  munts,  and  a  considerable  number   the   sale 

of  boots,   shoes  and    clothes.      The  latter 

requires  more  experience  than  most  committees  have  at   present. 

Wine  is  occasionally  sold,  and  a  club  room  will  perhaps  be  hired, 

where   it  can  be   drunk  to  the  accompaniment  of  gossip,  politics 

and  tobacco.      Many  societies  are  applying  to  be   allowed  to  set 

up   a  butchery,  and  in  some   cases  ihe  price  of  meat  has  already 

been   reduced.     A   few   village   banks  have  opened  a  store,  but 

this  is  rightly  discouraged  as  a  bank  and  a  shop  do  not   go   well 

together.     J^lembership   varies   with  the   area,   which  may  be  a 

village   or   a  whole  commune.     For  the  3,200  Catholic  societies, 

urban  as  well   as  rural,   the    average   is    said  to   be   200.     For 

village  societies  it  will  be  less. 

Generally  goods  are  sold  at   the  lowest  possible  price  which 
^  ^  is  usually  about   10   per  cent,   above   cost. 

^  '   "*^''*  Before  the  war  market  prices  were   charged 

and  a  rebate  on  purchases,  varying  from  1  to  2  per  cent.,  was 
distributed  at  the  end  of  the  year.  This  undoubtedly  is  the 
sounder  practice,  but  for  the  moment  prices  have  risen  so  high 
that  everyone  wants  them  reduced  to  the  utmost.  The  rebate 
system,  too,  is  considered  too  laborious  and  complicated  for  a 
small  inexperienced  society.  Though,  I  did  not  find  this  to  be 
the  case  with  the  societies  I  visited,  it  might  very  well  be  so 
with  village  societies  in  India. 

An   important   difference  between   Socialist   and   Catholic 

is  that,   unless  party  feeling  is  strong,   the 

(c)  Dealings  with    non-     Socialist   societv   dcals    with   member  and 

non-member   alike.      An   extreme   case  oi 

this  was  a  society   near   Venice   which    had     3,900   customers, 

of    whom    only   3  20  were   members.      The   Catholic  considers 

»  A  ccmiDune  may  icclude  as  n-any  as  7  or  8  parishes  or  villages. 

» It   is  to   Auslrla's   credit   that    this   district     vies  with     any  in   Italy   for   oo-operativ» 
£«TC'1opDient.    18  per  cent,  of  Ihc  ixjiulatiov  ore  caid  to  be  members  of  societies. 
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that  a  society  exists  only  for  its  members,  and  more  than 
half  of  the  Catholic  societies  are  said  to  act  accordingly.  In 
the  Catholic  district  of  Bergamo  this  is  done  with  the  express 
object  of  inducing  people  to  become  members,  and  when  most 
people  have  joined,  the  shop  is  thrown  open  to  all.  It  is  a  dis- 
puted question  how  far  a  society  should  deal  with  non- members. 
In  Germany  such  dealings  render  a  society  liable  to  taxation,  and 
this  is  perhaps  the  best  solution  of  the  question. 

Membership  is  easily  acquired.     In  a  small   society   five  or 

ten  shillings  wiU   purchase   a  share,    in   a 

(d)  Snares,  liability  and     large  tcu   or   twcuty.     Liability   is  always 

limited  to  the  value  of  the  share.  ^    In  Italy 

this  is  the  invariable   rule   with   every   kind   of   society,    unlesa 

liability  is  unlimited.     Dividends  are  also  limited  to  5  per   cent.^ 

and  for  the  first  few  years,   to   increase   resources,   all  profit   is 

carried  to  reserve.     In  the  smallest  villages   turnover  varies  front 

£500  to   £1,000,   in   the   larger  from  £4,000    to    £6,000.     la 

1919  for  nearly  4,000  societies   in  both  town   and    country   the- 

average  was  about   £4,000.     For   Italy  has  a   whole   the  total 

turnover  must  be  well  over  £25  millions.  ^ 

151.     On  the-  lower   slopes    of  the  Alps,   within   sight   of 

A  Gronp  of  Hill  Socie-     ^^^^^  ^^^sa  and  withiu  a  few  miles  of  each 

ties—  other,  are  five  village  stores   upon    which   1 

(a)     General  conditions.         ^^^  ^^  chaQCe.       NOC       OUC     of    them    OWeS 

anything  to  outside  help  and  none  belongs  to  any  organization. 
'  Bread  not  politics  is  what  we  want.'  Politics  indeed  are 
anathema  to  a  village  that  values  peace,  and  in  all  these  socie- 
ties was  the  same  feeling  :  '  We  are  peaceful  folk  and  the 
friends  of  all,  and  we  don't  want  to  belong  to  any  party.'  The 
largest  of  these  villages  has  2,000  inhabitants,  the  smallest  six  or 
seven  hundred.  Most  of  the  members  are  peasant  proprietors^ 
often  with  plots  so  small  that,  like  the  hillmen  of  Kangra,  em- 
ployment has  to  be  sought  elsewhere.  Many  cross  the  Alps  to 
work  in  Switzerland  and  France,  but  not  all,  for  unlike  Kangra 
the  water-power  of  the  hills  is  used  and  three  out  of  the  five 
villages  have  small  factories,  which  respectively  turn  out  carts> 
trunkp,  and  silk. 

None  of  the  societies  required   much  capital  at   the   starts 
,.,  rru      .      *    ,         Stocks    were     kept    low     and    credit   was- 

(J)   The  gyBtem  of  sale.  .       ,  .  ^-j^      ,  ,  n  i   ^ 

sparingly  given.  Dealers,  too,  allowed  ^ 
months'  grace.  Each  member  paid  a  few  shillings  for  his  share^ 
and  those  who  could  made  a  small   deposit.     Here  and   there   a. 

^  Also  the  rale  in  Ireland. 
*  2*000  million  lir«. 
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larger  sum  was  taken  from  a  local  fund  or  from  a  prosperous 
resident,  but  nothing  was  borrowed  outside  the  village.  Most 
of  the  societies  deal  only  in  provisions.  One  also  stocks  boots 
and  shoes  and  another  sells  wine,  maintaining  a  club  for  the 
purpose.  Thanks  to  this  it  has  300  members,  which  is  consider- 
ably more  than  most  of  the  others.  Goods  are  purchased  wher- 
ever they  are  cheapest.  The  local  co-operative  '  wholesale  * 
(at  the  headquarters  of  the  district)  is  not  very  popular  and  one 
president  spoke  with  feeling  of  its  *  canine  teeth.'  Stock  is 
turned  over  4  or  5  times  a  year.  Before  the  war  a  small  rebate 
used  to  be  distributed,  but  now  profit  is  usually  carried  to  reserve. 
In  two  cases  all  dealings  are  for  cash.  In  the  others  accounts 
have  to  be  settled  once  a  fortnight,  a  rule,  however  that  is 
applied  with  indulgence.  Non-members,  if  well-known,  are  also 
allowed  credit.  Limits  are  not  prescribed,  but  abuse  is  guarded 
against  by  an  excellent  rule  which  holds  the  manager  responsible 
for  any  loss.  Security  is  taken  from  him  accordingly.  Goods 
are  ordered  and  prices  fixed  by  the  president  aad  secretary  who 
weigh  and  register  everything  on  arrival.  Id  one  society  each 
member  of  the  committee  takes  it  in  turn  to  do  this.  Only  in 
one  instance  is  everything  left  to  the  manager.  The  president 
admitted  that  this  was  undesirable  bu*^^  pleaded  lack  of  time. 

In  all  these   societies  Ihe  manager  is   local.     In   one   case 
, .   jj.  .        J     be  had  been  chansred  several  tim^s  to  ffuard 

(c)     Matagement        and  .  *?  -i        .        -i-         ■,     ° 

^^cntrol.  agamst  any  possible   understanding  between 

him  and  the  president  or  secretary.  In 
another  it  is  laid  down  that  he  may  not  be  related  within 
four  degrees  to  either  the  president,  vice-president,  trea- 
surer or  secretary.  He  is  remunerated  by  a  percentage  on 
the  turnover  varying  from  3  to  ^J  per  cent.  No  one  else  is 
paid,  so  the  expenses  of  management  are  small.  The  presideats 
are  characteristic  of  the  neighbourbood.  The  most  intelligent 
is  a  deputy- mayor  or  '  Lambardar  '  of  the  village.  Another  is  a 
peasant  proprietor  who  is  also  a  mason  ;  a  third  a  factory  hand. 
Amongst  the 'Secretaries  are  a  young  mechanic,  a  clerk,  a  mason 
and  a  carpenter.  General  meetings  are  held  once  or  twice  a 
year,  and  in  the  youngest  society  once  a  quarter.  The  latter  was 
started  '  to  quiet  prices,'  and  there  is  general  agreement  that  as  a 
whole  the  societies  have  had  this  effect.  Other  advantages  are 
that  people  are  now  more  contented  and  get  better  quality  for 
their  money. 

Stock  and  accounts  are  checked  once   or  twice  a  year  by 
two  or  three  members  of  the  committee  or  one  or  two  of  the 
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*  Syndics,'^  but  there  is  no  formal  audit,  nor  any  outside 
control.  Yet  the  societies  undoubtedly  flourish.  In  a  small 
way  they  show  what  the  Italian  of  the  North  can  do  when 
obliged  to  depend  upon  himself.  It  is  perhaps  characteribtic  of 
'the  country,  that,  though  two  of  the  societies  belong  to  a  single 
village  and  are  less  than  half  a  mile  apart,  local  jealousy  makes 
any  mutual  dealing  impossible.  Yet,  and  this  too  is  characteris- 
tic, 53  members  of  the  one  belong  also  to  the  other,  in  order  to 
be  able  to  use  its  club  room,  where  the  sale  of  wine  at  a  modest 
price  evidently  heals  all  differences. 

152.     Turning  now   to  Ireland  we   find  a   marked  tendency 
Ireland—  ^^  regard   the   General  Purposes  Society   a» 

The   General    Pnrposes     the  societv  of  the  futurc.     At  present  it  is 
^***'*®*^'  generally   no    more    than  a  village   store 

where,  however,  agricultural  requirements  can  be  purchased  and 
members'  eggs  can  be  sold.  In  time  -  and  this  explains  its 
name — it  is  hoped  that  it  will  satisfy  every  economic  need  of  the 
neighbourhood.  Whether  it  is  wise  to  make  an  essentially 
commercial  society  with  limited  liability  the  centre  of  the  co- 
operative system  may  well  be  doubted.  German  example  is 
against  it,  but  then  Germany  has  fostered  >  the  village  bank, 
whereas  Ireland  has  allowed  it  to  decline.  This  is  to  be  regretted 
as  the  co-operative  spirit,  which  the  world  needs  far  more  than 
any  specific  material  benefit,  is  likely  to  thrive  better  in  the 
fraternal  atmosphere  of  a  village  bank  than  in  the  more  com- 
mercial *  milieu  '  of  a  store. 

In  1920  there  were  about  400  General  Purposes  Societies  in 
Ireland  with  an  average  of  150  members  each.  With  one  exception 
those  I  saw  were  all  in  Donegal.  Broadly,  the  Irish  system  resem- 
bles the  Italian  with  twQ^main  differences.  One  is  the  sale  of  eggs 
which  is  a  great  convenience  to  members,  as  they  are  an  impor- 
tant article  of  export.  The  other  is  sale  at  market  rates  com- 
bined with  the  distribution  of  a  rebate  (miscalled  dividend) 
which  rarely  exceeds  5  per  cent.^  Occasionally  societies  fall 
into  the  temptation  familiar  to  a  certain  type  of  Indian  company 
and  distribute  a  '  dividend  ',  though  there  is  no  profit.  ,"  We 
had  better  do  it  for  the  look  of  the  thing  '*  said  the  President  of 
one  society  to  the  assembled  members.  The  turnover  is  slightly 
larger  than  in  Italy  averaging  about  £4,500.  It  would  be  con- 
siderably less  but  for  ihe  business  done  with  non-members, 
who   are   often   two   or  three   times   as   numerous  as   members. 

*  ETcry   lo-^peratiye    society  in   Italy   has    a   body    of  five  men    coiresponding    to  the 
Oerman  Board  of  Supervision — {See  Appendix  (e)  ). 

*  Every  member  has  a  pass  book  in  vrbich  his   parcbaaes  ar^  recorded,  and  the  society 
keepg  a  card  for  each  member  with  corresponding  entries. 

l2 
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As  long  as   this   continues,   the  General    Purposes   Society   will 
leave  a  good  deal  to  be   desired.^ 

153.     Four  things  are  essential  to*  the  success  of  an   organi- 
zation of  village  stores — a  wholesale  society, 
'Tm  wh:;etirsocie.     s^]fficient    capital,     a   good    manager    and 
ty.  adequate  control.     Something  must  be   said 

about  each.  The  necessity  of  a  wholesale 
society  has  already  been  sufficiently  explained  in  connexion 
with  the  German  Supply  Society.^  In  Italy  it  is  considered 
so  important  that,  since  the  war,  in  addition  to  a  national 
wholesale  society  at  Milan^  the  Catholics  have  started  50 
district  wholesales  to  act  as  a  link  between  the  national  society 
and  the  village.  Similarly  in  Ireland  there  is  the  Irish  Agri- 
cultural Wholesale  Society.*  Few,  if  any,  societies  in  either 
country  deal  exclusively  with  the  '  wholesale  ',  and,  as  we  have 
seen,  some  societies  dispense  with  it  altogether,  but,  once  the 
movement  extends,  it  is  indispensable  to  efficient  organization.^ 
In  Ireland  indeed  it  is  claimed  that  the  I.  ^W.S.  has  reduced 
the  price  of  guaranteed  manures  by  50  per  cent.^ 

The  second  requisite  is  capital.     In   Ireland  ■  share   capital, 
(M  Capital  which  is  admittedly   too   small,    is   supple- 

mented by  deposits  or  by  a  cash  credit 
.  account  at  the  nearest  joint  stock  bank  which  is  rarely  very  far 
away.  The  best  German  authority  is  opposed  to  a  trtiding 
society  accepting  deposits,  as  it  has  not  the  necessary  banking 
experience  ;  and  in  the  case  of  a  store,  deposits  are  apt  to  lead 
to  speculative  purchases  or  to  too  lavish  credit.^  The  objection 
to  a  cash  credit  account  is  that  it  must  be  g^uaranteed  by  the 
committee.  In  one  society  I  saw  (not  a  store)  the  guarantors  had 
bad  to  pay  up  £4)5  of  interest  and  were  threatened  with  a  much 
more  serious  call  on  account  of  principal.  In  Italy  the  secre- 
tary of  the  Socialist  federation,  more  perhaps  by  way  of  guess 
than  estimate,  put  the  total  liabilites  of  store  societies  at  £12J 
millions  of  which  nearly  £10  millions,  he  said,  were  borrowed, 
half  from  local  banks,  etc.,  and  half  from  the  State-aided 
National  Institute  of  Credit.^  Advances  are  made  by  the  latler 
at  7  per  cent.®  up  to  f  of  the  average  value  of  a  society's  stock, 
upon  wl.ich  the  Institute  has   first  charge   under  law.     This  is 

*  In  the  new  societies  members  are  laid  to  preponderate.  . 

»  Paragraph  56. 

s  Consorxio  Nazioosle  ^ii  ApproTicriamento,  founded  since  the  war  but  not  yet  working 
.Tery  well.  The  corresponding;  Socialist  society,  the  Consorzio  Italiano,  1  also  at  Milan.  It 
recently  lost  i^80,C00  tbioui^h  a  sudden  full  iL  prices  and  is  only  now  beginning  to  get  op  to 
-its  legs  again. 

*  See  paragranh  61   (e). 

*  It  is  estimated  that  Catholic  societies  boy  j^rd  of  their  goods  from  the  local  wholesale. 
«  Economic  Journal,  volume  XXVII  (1917),  page  359. 

7  Cf.  Appendix  (d). 

"  See  paragraph  49.   Over  £1  million  were  advanced  by  the  National  Institute  in  1919. 

*  The  rat«  w  really    higher  as    a   commission   of  \  per    cent,  is  charged  on  each  loan 
irrespeotiv*  of  period. 
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its  sole  security.  The  Catholic  Bank  at  Milan,  which  has 
already  been  described/  advances  without  formal  security, 
trusting  to  moral  guarantee  and  general  control.  Goods  are 
not  pledged,  as  a  pledge  is  difficult  to  realize  ;  but  payments 
to  dealers  have  to  be  made  through  the  bank,  so  that  operations 
can  be  watched.  The  amount  advanced  is  determined  solely  by 
need.  The  group  of  hill  societies  described  above  shows  that  a 
village  store  may  be  almost  self-supporting  from  the  start  If,  as 
is  usually  the  case,  the  dealer  gives  a  month's^  credit,  very  little 
capital  will  be  required,  and  it  should  be  possible  to  raise  it 
by  sbares.  This,  however,  depends  upon  two  things.  Dealings 
must  be  for  cash,  and  stock  must  be  kept  low.  In  India  if  a 
member  has  no  ready  money,  he  should  borrow  from  his  village 
bank  rather  than  from  the  store.  As  to  stock,  in  Italy  it  is 
probably  not  turned  over  on  the  average  more  than  5  or  6  times 
a  year.  An  urban  store  I  saw  claimed  to  turn  it  over  once  a 
fortnight.  A  village  society  can  hardly  expect  to  do  it  more 
:than  8  or  9  times  a  year,  and  that  only  with  good  management. 

In  the  course  of  this  report   it  has  repeatedly   been   neces- 
sary  to  emphasize  the   importance   of  good 
goo .    ansger.  management.     In  a  store  it  is  essential,  and 

in  a  village  store  fundamental.  We  have  already  seen  how 
great  a  difficulty  it  is  in  the  South  of  Italy,  and  how  even  in 
the  honest,  unsophisticated  Alpine  village  of  the  North  it  was 
thought  advisable  to  change  the  manager  repeatedly.  In  the 
South  of  Ireland,  too,  it  has  been  difficult  to  fiad  managers  at  once 
honest  and  capable,  and  even  in  the  North  the  right  type  of 
man  is  only  gradually  being  found  and  trained.  "  In  too  many 
instances  has  there  been  a  tendency  to  appoint  local  persons 
who  have  had  no  training  whatever,  co-operative  or  otherwise, 
and  whose  sole  qualification  is  that  they  are  related  to  one  of 
the  committee."^  In  Italy  it  is  a  common  fault  for  salesmen 
to  accept  commissions  and  to  favour  friends  and  relations. 
The  salesman  is  always  a  local  man,  as  bocieties  cannot  afford 
to  bring  in  someone  from  outside,  and  in  some  cases  he  becomes, 
as  one  informant  remarked  the  *  vero  proprietario,'  the  real 
owner  of  the  shop.  As  the  same  person  added,  these  are  *  small 
phenomona '  which  it  is  difficult  to  avoid. 


*  Paragraphs  48  and  49. 

»  Before  tbe  war  in  Italy  it  used  to  be  ihreu  months.     The  '  wholesale'  at  Florence    still  givse 
-from  one  t  >  three  months. 

^  Setter  Butinett^AxignMi  1920. 
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Por  all  this  the    only   remedy   is   training  and  control.     la 
,,  „   ,  ,    ,  .  w  ,..        Italy   a  lar»e  numher   of  seven  or  fifteen- 

( d)  CoD<rol  and  stccktakirg.       ^       •'  ^  n    o  ^ 

day  courses  are  arranged  for  salesmen, 
secretaries  and  members  of  committee.  Examinations  are  held 
and  diplomas  given.  The  results,  it  is  said,  are  excellent.  Control 
depends  primarily  upon  the  committee  and  the  general 
meeting.  Too  often  initial  enthusiasm  peters  out  before  the  end 
of  the  year.  .  The  general  assembly  leaves  everything  to  the 
con  mitt ee,  and  the  committee  everything  to  the  manager.  It 
is  at  this  point  that  the  touring  inspector  is  needed.  All  agree 
that  the  village  store  requires  special,  if  not  rigorous  control. 
Every  year  stock  must  be  checked  and  accounts  audited^.  In 
Italy  the  Catholics  alone  have  attempted  the  latter,  but  no\v  all 
parties  realize  its  importance,  and  if  the  projected  new  law 
passes  it  will  have  to  be  done  once  a  year.  An  annual  stocktak- 
ing is  already  compulsory.  The  more  efficient  societies  do  it  twice 
a  year.  Some  authorities  recommend  once  a  quarter.  Much 
depends  on  the  state  of  the  society.  Normally  it  is  done  by  one 
or  more  members  of  the  committee  assisted  perhaps  by  one  of 
the  *  Syndics.'  In  one  society  I  saw,  special  members  were 
nominated  for  the  purpose  by  the  general  assembly.  Whoever 
does  it  muf^t,  at  least  once  a  year,  do  it  thoroughly,  counting  and 
weighing  everything,  otherwise  there  can  be  no  reliance  on  the 
auditor's  report.  Other  stocktakings  can  be  more  cursory^. 
The  general  Inspector  of  the  I.  A.  W.  S.,  who  has  to  inspect 
General  Purposes  Societies  all  over  Ireland  and  who  speaks 
with  special  authority  as  he  was  for  several  years  manager  of 
a  store,  said  that  inspection  was  of  little  value,  unless  the 
whole  stock  was  checked  and  the  entire  machinery  overhauled. 
This  was  the  only  way  to  detect  leakages  and  see  that  everyone 
was  working  properly,  and  h3  would  do  it  in  a  new  society  once 
a  quarter  and  in  one  well  established  once  a  year.  It  must, 
however,  be  done  by  a  man  properly  trained  and  there  was  no 
better  training  than  to  have  five  years  as  manager  of  a  store. 

L  In  pursuance  of  this  policy,  the  I.  A.  0.  S.  now  maintains  a 
list  of  qualified  maragers  who  are  willing  to  act  as  approved  stock- 
takers  for  societies  in  their  neighbourhood.  Importance  too  is 
attached  to  the  stocktaking  being  attended  by  some  at  leasi 
of  the  members  of  the  committee,  in  order  that  they  may  see  for 


»  In  Ireland  the  audit  fee  is  £1  per  £1,000  of  turnover  up  to  £10,000;  above  that  by 
ftgreement.  The  fee  for  sfBliation  to  the  I.  A.  U.  S.,  U  £l  pei  member  and  £10  per  £i,COO. 
In  retorn  for  the  capital  fee  the  General  Pnrposea  Society  is  usuaMy  given  a  free  interim 
audit— r./".  paragraph  29  (c) — footnote. 

C^.  paragri^h  R5.  To  facilitate  stocktalcing  the  manager  ahonld  olasBify  his  stock  before* 
band  aud  attach  labels  to  ench  class  tc  shew  the  amonnt  in  stock.  A  list  should  then  be  pre* 
pared  by  the  committee  and  valn<d  by  the  n  anagers.  Fie  ally,  the  committee,  should  check  m- 
suffctent  nuntber  of  thi  manager's  valuations. 
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themselves  tlie  condition  of  the  sjoods  in  stock.  A  numher  of 
societies  have  come  to  £p*ief  *  simply  because  there  was  no  proper 
stocktaking,  and  stock  appeared  in  the  accounts  which  was  not 
in  the  store,  and  the  members  were  deceived  for  vears  as  to  the 
real  position  of  the  society,  with  the  inevitable  consequence  of  a 
final  smash  up^.*  The  Puajab  too  has  had  its  experience  of  this 
kind. 
„.    „       "     .  ,  154.     A  few  points  remain  : — 

MucellanecnB  Points.  i 

(a)  In  Ireland  a  society's   area- is   normally  a  radius  of  3  to 
,.  ^^^  5    miles.      Within  this  limit   the   aim  is  to 

secure  as  many  members  as  possible.  In 
Italy  the  area  varies  from  a  commune  of  several  villages  to  a 
village  or  part  of  a  village,  if  the  latter  is  large.  In  both 
countries  convenience  rather  than  theory  is  the  determining 
consideration. 

(b)  In  a  few  Irish  societies  credit   is  not  allowed,  but  this  is 
rt,\  p«^*  said   to  restrict   business.      When  dealinss 

(b)  credit.  i       ..     .         •     ^ 

and  general  position  are  good,  it  is  given 
freely..  The  general  Inspector  of  the  I.  A.  W.  S.  thought  it 
should  be  left  to  the  discretion  of  the  manager,  who  should  how- 
ever be  checked  by  the  committee.  In  India  it  would  probably 
be  better  to  follow  the  practice  of  the  Alpine  societies  described 
above  and  hold  the  managers  entirely  responsible. 

(o)  The   proportion   of   gross   profit   to  turnover  will   often 
(r\  PrnnA.*-..,   ^#  scrvc  as  a  rousrh   sruide   to  a  society's  condi- 

(c)  Proportion     of  gros*  ry         ^       ■  _  j 

profit  ho  turnover  tion.     it  nccessarily   vanes   with   the  com- 

modities dealt  in,  but  in  a  typical  Irish 
society  it  averages  between  10  and  15  per  cent. 

id)  Nearly  all  store  societies   find   it   difficult    to   get   their 
W  Attendance  at  gene...]     niembcrs  to  coiuc  to   general    meetings.     In 
meetiag^.  Italy      absentees      and      indifference      are 

common,  and  in  Ireland  at  only  one  of  the  five 
meetings  I  attended  were  more  than  12  per  cent,  of  the  members 
present.  It  is  a  serious  drawback  to  the  co-operative  store, 
and  one  that  should  be  considered  by  those  who  would  subordi- 
nate everything  to  it,  that  it  is  a  bad  medium  for  drawing  people 
together.  The  importance  of  this  is  that,  if  people  do  not  meet* 
the  co-operative  spirit  cannot  be  developed.  It  was  a  dim 
perception  of  this  that  made  a  member  at  a  thinly  attended 
meeting  suggest  a  tea  party  as  a  remedy,  and  it  was  doubtless 
a  clear  perception  of  Irish  character  which  made  the  president 
reply—'  you'll   never   get    'em     in    for    tay.  '      Education     in 


'   Tht  Irith  Homestead,  1920,  page  675.    In  1919-20  ;  15,  per  cent,  of  the  General  Purposes 
Societies  worked  at  a  loss  (I.  A    0.  S.  Annual  Be  port.) 
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co-operative  principle  is  probably  the  only  true  remedy.  Mean- 
while *  thou  shall  not  live  by  bread  alone  '  might  well  be  written 
up  in  every  store. 

165.     Materially,  there  is  no  doubt  that   success  has   been 
„    ,,      ^        ^.,.        achieved.     In  Ireland  the  o^ain  to   members 

Results    and      conditions       .  ,       i_    m  m     •        j.i  umt  c  tj! 

of  success.  IS    put  at  2a.  or   3d.  in   the    snilhng.     'If 

there  be  no  store  '  exclaimed  the  president 
atone  meeting  *  it'll  be  God  pity  us.'  In  Italy,  too,  a  curb 
has  been  put  upon  prices,  though  not  without  much  opposition 
of  the  usual  kind  from  traders.  Where  societies  are  well  run, 
they  soon  get  the  better  o£  their  opponents  and  ia  some  cases 
^achieve  a  virtual  monopoly  ;  but  where  they  are  ineflQ.cient,  high 
prices  and  profiteering  continue. 

It  is  not  difficult  to  get  people  to  form  a  society  when  prices 
are  high,  but  for  success  it  is  important  to  start  with  a  nucleus, 
however  small,  of  real  co-operators  who  will  hold  the  society 
together  when  difficulties  begin.  Por  this  much  preliminary 
training  is  necessary.  It  must  be  remembered  that  every- 
where, in  Italy  as  well  as  in  Ireland,  the  peasant  has  to  be 
taught  everything,  and  that  most  committees  will  feel  helpless 
till  they  are  educated  in  their  duties  Eor  success  on  a  larger 
BCpJe  there  must  be  (1)  wholesale  purchase,  (2)  standardization 
of  orders  to  get  the  lowest  possible  rates,  and  (o)  direct  dealings 
with  the  producer.  The  latter,  which  is  just  beginning  in 
Italy,  is  of  the  utmost  importance  but  full  of  difficulty.^ 
Finally,  in  every  society — great  and  small— there  must  be,  to 
use  an  expressive  Italian  phrase,  *  grande  onesta  e  le  unghie 
corti,*  entire  honesty  and  the  nails  well  pared. 

156.     i  cannot  close  this  chapter  without  a   brief  account 

of   a   society   I  saw  in   Donegal,   probably 

The    Tempiecrone    Co-     the   most    remarkable  in    all   Ireland    and 

operative    Agricultural  i     •    i  p  .-,  ,    •         .*  •         t  i 

Society.  ccrtaiuly    one   or  the    most  inspiring  I  have 

seen  in  any  country.  Donegal  is  famous 
for  its  tweeds,  its  scenery  and  its  bogs.  In  the  North- West 
corner  of  it,  where  rock  and  bog  slope  down  to  the  Atlantic 
and  where  till  recently  tiie  gombeen  man  ruled  like  any 
money  lender  of  the  East,  a  small  co-operative  store  was 
opened  15  years  ago  in  a  hut  on  the  hillside  six  miles  from 
Dangloe.  Forty-two  members  each  subscribed  half-a-crown 
and  with  this  was  bought  a  modest  quantity  of  tea,  sugar,  milk 
and  flour  which  three  or  four  members  sold  in  turn.  The  effect 
was  immediate.  Flour  fell  from  12  to  9  shillings  a  bag  ;  more 
members  joined  and  the  fight  began.  It  was  war  to  the  knife. 
Every   trader   in   the   neighbourhood     combined   to   break    the 

*  8«e  Introduction  paragnph  12  ;  alto  paragraph  61. 
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society.  United,  their  power  seemed  irresistible.  Hardly  a  man 
on  that  bare  hillside  that  was  not  sunk  in  debt  g-nd  therefore  at 
the  mercy  of  '  the  trade.'  Several  members  were  sold  up  and 
evicted  from  the  acre  or  two  of  peaty  soil  they  cultivated,  hut 
said  the  president — "  nothing  was  heard  of  it  outside,  for  the 
tradersjunlike  the  landlords,  were  good  politicians."  As  perse- 
cution has  driven  men  underground  to  perform  their  rites 
unobserved,  so  many  members  used  only  to  come  to  the  store 
under  cover  of  night.  The  fight  spread  to  the  large  town  of 
Londonderry.  Bread  came  from  there  and  the  bakers  suddenly 
refused  to  supply  it.  The  society  nearly  foundered.  Then  the 
president  in  desperation  went  over  to  Scotland  and  got  the 
Scottish  Co  operative  Wholesale  Society  to  supply  it  instead, 
finally,  the  president  himself  was  attacked.  The  local  bench  of 
six  included  five  traders.  A  fellow -trader  swore  that  he  was  in 
danger  of  his  life  and  Patrick  Gallagher — his  name  deserves  to  be 
recorded — was  ordered  to  find  bail.  The  alternative  was  gaol  and 
to  gaol  he  went,  till  friends  in  Dublin  got  him  out.  When  he 
returned  to  Dungloe  the  streets  were  illuminated  and  the  hills 
blazed  with  bonfires,  as  if  a  new  king  were  crowned.  And 
indeed  it  was  not  veiy  different,  for  from  that  day  the  trader 
reigned  no  more.  The  society  now  has  450  members  and  a 
turnover  of  £71,000.  Everything  is  supplied  that  a  small 
farmer  can  want  and  a  rebate  of  71  per  cent,  is  regularly  dis- 
tributed^. Moreover  the  whole  knitting  industry,  almost  as 
important  to  the  neighbourhood  as  its  scattered  plots  of  land, 
has  been  reorganised.  152  girls,  mostly  members'  daughters, 
are  employed  to  make  socks,  gloves,  mufflers,  coats  and  jerseys, 
either  at  home  or  in  a  large  airy  room  belonging  to  the  society. 
Last  year  the  value  of  these  goods  amounted  to  £30,030.  In  the 
old  days  l^d.  \ras  paid  for  a  pair  of  gloves.  Now  an  average  of  35 
shillins^s  a  week  (4^8  hours)  is  paid  and  as  much  as  £3  or  £i  can  be 
earned.  The  higher  wages  are  spent  on  better  clothing  and,  where 
everyone  was  recently  in  debt,  deposits  now  total  over  £13,000. 
Moreover,  there  is  iiardly  a  cottage  in  the  neighbourhood  that  has 
not  been  rebuilt.  This  must  not  beset  down  entirely  to  Co-oper- 
ation, for  war  has  brought  prosperity  to  all  farmers,  and  in  elimin- 
ating the  competition  of  Austria  it  gave  the  knitting  industry  at 
home  a  temporary  monopoly  of  the  market.  But  it  is  Co-operation 
that  has  dethroned  the  gombeen  man  and  made  free  men  of 
slaves,  Co-operation  working  through  the  generous,  dogged, 
resourceful  character  of  the  society's  founder  acd  its  only, 
president.^ 

'  Not,  however,  on   agricultural  requirements. 

>  For    a    more    detailed      account    of    this    society,    see    I.  A.    O.  S.,  Leaflet  No.  22 
Templecrone,  written   by   that   most   inspiring   of   wi  iters   upon    Cc-operation,  George  Rnssel 
■I'  A.   E.').  . 
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CHAPTER  XIII. -Co-operative  Farms.' 

157.  The   co-operative  farm  is  Italy's  special  contribution 

to    agricultural    co-operation.     Its  impor- 
mpo    Dce.  tance   lies   in  the   fact  that,  whereas  other 

co-operative  forms,  such  as  supply,  sale  and  credit,  only  deal  with 
the  means  or  the  results  of  production,  the  farm  deals  with  pro- 
duction itself.  It  therefore  touches  agriculture  at  its  root.  Whe- 
ther it  can  be  introduced  into  India,  as  it  is  now  being  introduced 
into  Ireland,  Serbia  and  Germany,^  may  possibly  be  doubted,  but 
the  experiment  should  be  tried,  and  for  this  the  canal  colonies  of 
the  Punjab  with  their  vast  tracts  of  virgin  soil  present  an 
unrivalled  field. 

158.  It  is  impossible  to  write  of  co-operative  farms  without 
land  Ten  re  i  itai  touchiug,  howcver  briefly,  upon  land  tenure. 

an     enorein    ay.         ^j^^   Italian   systcm    18   remarkable   for  its 

variety.  It  includes  all  the  most  typical  forms  of  Europe,  often 
side  by  side — the  large  landlord  resident  as  in  England  or  absentee 
as  in  Ireland,  the  small  peasant  proprietor  so  common  in 
Germany,  the  *  metayer  *  or  crop-sharing  tenant  characteristic 
of  South  Western  France,  the  capitalist,  farmer  with  his 
train  of  labourers,  the  peasant  farmer  with  his  '  three  acres  and 
a  cow,'  the  middleman  farmer  who  is  little  but  a  rent  collector, 
and  finally,  large  public  or  semi-public  estates,  for  the  most 
part  conflfecated  from  the  Church  or  more  or  less  reclaimed  from 
marsh  and  fen.  The  only  one  of  these  that  requires  a  word  of 
explanation  is  the  crop-sharing  tenant,  as  he  will  be  frequently 
mentioned  in  the  following  pages.  He  is  a  tenant  with  whom  a 
landlord  forms  some  sort  of  partnership  based  upon  a  division 
of  the  produce.  A  common  form  of  this  partnership  is  for  the 
tenant  to  supply  labour,  but  no  capital  except  a  few  unim- 
portant implements.  The  landlord  supplies  no  labour,  but  pro- 
vides land,  livestock  and  equipment,  for  instance  the  oil  press 
and  the  wine  vat,  and  he  also  advances  free  of  interest  any 
capital  required  for  the  purchase  of  feeding  stuffs  and  manure, 
the  cost  of  which  is  divided  between  him  and  the  tenant.  In 
return  he  receives  a  portion  of  the  produce  varying  from  a  third 
to  a  half  .^ 

159.  The  co-operative  farm  came  into  being  as  a  remedy  for 
^.  .    .,.  „  two  evils,  in  Emilia^  to  mitigate  unemploy- 

OrigiD  of  the  Movement —  ,  \    •       -r         i         i        ^       T      •       i.        ii 

(a)  in  Emilia  to  remedy    mcut  and  m  Lombardy   to    eliminate    the 
Tinempioyment.       middleman  rent  collector.     In  Emilia  there 

'  ("or  a  guod  detniled  acoount  written  from  tho  Catholic^ standpoint,  sec  Pio  Benassi's  Affitante 
Collettive  published  in  1920  by  the  S^ocieta  Kditrice  internazbnale,  Turin. 

*  The  movement  is  already  well  established  in  Ron  mania. 

'  The  name  given  to  this  systMrn,  in  Italy  Meittdria,\n  Prance  Metayagt  (Moitie)  impliea 
dividing  theprodnee  into  eqanl  shares,  ba*;  the  recent  agrarian  distarbiticet  have  tended  to  redact 
the  landlord's  share  to  less  than  a  half. 

*  The  cooDtry  from  Placenza  to  Ravenna. 
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was  not  enough  work  to  go  :round,  and  as  often  as  not  the  labourer 
was  out  of  a  job.  Elsewhere  he  emigrated,  but  here  he 
was  too  attached  to  his  home.  The  usual  methods  of  strike  and 
b'^'ycott  were  tried,  but  without  success.  In  this  dilemma  some 
one  realized  that,  instead  of  attempting  to  force  an  uneconomic  wage 
upon  the  landlord,  it  would  be  better  to  gain  possession  of  the  land 
and  increase  production.  The  labourers  of  Ravenna  had  already- 
formed  a  society  to  undertake  public  contracts.  In  1888,  the 
latter  took  a  lease  of  a  few  hundred  acres  for  its  members  to 
cultivate,  and  this  was  the  origin  of  the  co-operative  farm. 

In  Lombardy,    thanks   to  the   neighourhood   of  large  indus- 
trial towns,  til  ere  was  little    unemployment 
eiiminate'the  renT-cSuector.*'     but  cstatcs  wcrc  large  and  holdings  generally 

small.  Accordingly  landlords  (often  public 
bodies)  found  it  convenient  to  lease  an  estate  to  a  middleman 
contractor  who  made  himself  responsible  for  finding  tenant  and 
rent  ^  At  its  best,  as  in  England  and  Scotland,  no  business 
relationship  can  be  more  human  and  productive  than  that  of 
landlord  and  tenant  ;  but  when  the  profiteer  comes  between,  no> 
relationship  could  be  worse.  It  was  a  rich,  philanthropic  but  not 
very  determined  lanillord  of  Cremona  who  made  the  first  attempt 
to  deal  with  the  problem.  A  society  was  founded  in  1SS6  (the 
year  which  witnessed  the  first  experiment  at  Ravenna)  to  rent 
a  large  estate  direct  and  farm  it  out  to  its  members.  Unfor- 
tunately the  innovation  alarmed  the  ncighbourliood  ;  social  pres- 
sure was  applied  to  the  landlord  who  soon  began  to  tire  of  the 
experiment,  and  in  two  years  the  society  came  to  an  inglorious 
end.  Meanwhile  in  1887  a  similar  society  had  been  started  20 
miles  from  Milan,  and  after  many  vicissitudes  a  lease  was 
finally  obtained  in  1894.     This  experiment  proved  a  success. 

160.     In  the   next  30   years,    despite   many     failures   and 
Receut  Gr  wth  i^he   starts,    the   movement   spread   slowly 

through  Emilia  and  Lombardy,  and  further 
afield  into  Sicily.  Progress  was  hampered  by  lack  of  funds  and 
experience.  Then  came  the  war  with  its  sudden  prosperity  for 
farmers.  Large  estates  were  bought,  machinery  was  acquired 
and  organization  developed.  With  peace  unemployment  again 
became  acute.  The  demobilized  soldier  returned  home  with  a 
hunger  for  land,  and  everyone  wanted  to  be  independent  of  every- 
one else.  Agrarian  disturbances  broke  out  in  many  parts  of  the 
country,  but  not  where  the  Co-operative  farm  was  established. 
Govt.rnment  seeing  in  co-operation  a  remedy  for  discontent 
opened    its    purse    and   money   was     no    longer    a    difficulty. 

^  This  system   is  more  characteristic   of  Upper  than   of  Lower  Lombardy,  where  large  scale 
f  anniog  iscoiomoQ  and  the  middleman  (^flttabile)  often  manatcestbe  farm  himself. 
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AccordiDgly,  ijistead  of  the  few  score  of  farms  that  existed  before 
the  war  there  are  now  nearly  500.  '  In  three  districts,  Bergamo^ 
Reggio  Emilia  and  Ravenna,  the  movement  is  now  definitely 
establislied.  Elsewhere,  to  quote  an  Italian  authority,  "  we  have 
to  deal  with  a  new  social  institution  which  has  not  yet  entirely 
found  itself  and  which  is  still  in  the  probationary  stage."  ^ 

161.  Two  main  types   of  society   have  been   evolved,   one 

individualistic   and    the    other   collectivist. 
ypes.  j^  both,  land  is  rented  (or  purchased)  by  the 

society  for  cultivation  by  its  members.  In  the  one,  each  member 
cultivates  his  own  plot,  paying  the  society  rent  in  cash  or  in  kind. 
In  the  other,  individual  possession  is  not  allowed,  or  only  to  a 
limited  extent,  ana  instead  members  work  for  a  fixed  wage 
under  the  society's  manager  and  all  produce  is  pooled.  This 
type  is  generally  Socialist,  and  the  other,  which  predominates,  is 
mainly  Catholic. 

162.  In  nothing  are  the  aims  of  Socialist  and  Catholic  more 
„  ,,  ,.       ,    c   •  r  .      sharply   opposed   than    in  the   co-operative 

Catholic    and     Socialist         „         ^    >'     ,   \^  ,.  .  •      ,i      •  ,  .^ 

Aims.  larm,  yet  in   nothing  is  their  practice  more 

akin.  The  Socialist  desires  ardently  to  elimi- 
nate private  property  and  make  the  whole  world  collectivist.  The 
Catholic,  believing  that  the  magic  of  property  not  only  turns  sand 
into  gold  but  bad  citizens  into  good,  burns  to  convert  everyone 
who  tills  the  land  into  a  peasant  proprietor.  One  thing,  however^ 
is  stronger  than  either  Socialist  or  Catholic,  and  that  is  Nature 
herself.  In  old  countries  systems  of  cultivation  have  their  roots 
in  the  ages.  If  small  holdings  have  existed  in  Italy  from  time 
immemorial,  it  is  because  they  suit  the  cultivator,  the  crop  and 
the  soil.  If  the  large  farm  with  its  gang  of  labourers  has  also 
arisen,  it  is  because  rice  and  wheat  cannot  be  grown  on  the  same 
system  as  the  olive  and  the  vine.  Small  holdings  therefore  cannot 
be  abolished  without  loss,^  or  large  estates  cut  up  without  risk.* 

Further,  even  if  one  system  of  cultivation  could  be  substitut- 
ed for  another,  the  difficulty  of  the  cultivator  remains.  Habits 
centuries  old  are  not  changed  in  a  day,  and  habits  rooted  in  the 
soil  are  with  difficulty  changed  at  all.  Not  one  tenant  in  a 
thousand  can  be  turned  into  a  collectivist,  *  or  one  labourer  in  a 
hundred  into  a  proprietor.     The  one  is  too  dependent  on  himself, 


»  In  I  ^'06  there  were  only  108. 

*  BenasBi,  page  99. 

*  For  instance  each  has  itii  own  ))OU<e  and  farm  bnildings. 

*  In  the  district  of  Milan  an  attempt  to  split  up  large  estates  failed. 

'''  Some  collectivist  societies  in  Beggio  Emilia  admit  small  farmers  and  crop-sharing- 
tenants.  but  onl^  if  they  work  fir  wages,  «.e.,  as  labourers,  for  at  least  half  the  year.  This  the 
farmor  will  only  do  under  strong  neoMsity. 
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the  other  upon  others.  Accordingly,  if  a  largo  farm  is  rented,  it 
is  better  to  maintain  it  as  a -whole  with  the  field  labourer  employed 
as  before.  And  in  that  case,  whether  the  society  is  Socialist 
or  Catholic,  collectivisf  principles  must  be  a,pplied  ;  that  is  to 
say,  wages  must  be  paid  and  produce  pooled.  Conversely,  smaU 
farms,  unless  they  are  isolated,  cannot  well  be  swept  away.  Each 
tenant  must  be  left  to  his  *  three  acres  and  a  cow  '  and,  though 
produce  maybe  divided  between  member  and  society,  it  cannot  he 
pooled  for  the  whole  estate.  Broadly,  therefore,  it  follows  that  the 
collectivist  farm  is  only  possible  where  cultivation  is  done  by  the 
labourer,  and  the  individualistic  where  it  is  done  by  the  tenant. 
Accordingly,  though  the  Socialist  makes  every  effort  to  prevent 
the  further  spread  of  small  holdings,  and  the  Catholic  every 
effort  to  increase  them,  in  the  main  both  acknowledge  that,  for 
a  co-operative  farm  to  succeed,  it  must  be  grafted  on  to  the  system 
that  prevails.^  This  is  fundamental,  and  it  means  that  it  will  be 
useless  to  apply  the  collectivist  form  to  the  peasant  proprietor 
of  the  PuDJab.  For  him  the  other  type  is  the  only  one  with  any 
chance  of  success.     It  must  therefore  b3  described  in  detail. 

163.     Por  this   purpose   I   shall    confine    myself    to    the 
The  Individualistic  Farm     Catholic  district  of  Bcrgamo,   which  is  the 
in  Bergamo.  homc  of  the  individualistic  socicty.    Embrac- 

(a)Tho  System.  in g,  like  Gurdaspur,  both  hill  and  plain,  its 

70  societies  include  the  shepherd  and  his  upland  pastures, ^  the 
vir.egrower  and  his  warm  Southern  slopes,  and  the  small  holder 
cultivating  wheat,  maize  and  silk  on  the  irrigated  lands  of  the 
Lombard  plain.  All  these  societies  are  of  the  individualistic  type, 
though  in  one  that  will  shortly  be  described  a  collectivist  tendency 
is  apparent.  Ordinarily  a  lease  is  taken  for  nine  years,  or  at  most 
for  twelve.  Each  member— nearly  all  are  peasant  farniers  accus- 
tomed to  small  holdings— receives  a  plot  of  land  varying  in  size 
according  to  his  need  from  IJ  to  10  acres.  This  he  must  cultivate 
himself,  and  provided  that  he  does  not  sublet,  that  rent  is  paid 
and  the  land  not  abused,  he  will  not  be  disturbed  until  the  lease 
expires.  The  distribution  of  the  land  is  then  revised,  and  if  one 
family  has  too  much  and  another  too  lit  tle.adjustments  are  made. 

*  A  good  instance  of  this  is  the  society  of  Fosseli  di  Carpi  which  entered  into  a  crop- 
sharing  partnership  with  the  landowner,  as  this  was  the  system  of  the  neighbourhood.  Benassi, 
page  53. 

In  Ravenna,  too,  where  both  largo  and  small  holdings  prevail  the  Socialist,  after  form- 
ing many  collectivist  societies  for  the  labourer  who  's  employed  oa  the  larger  farms,  is  now 
organizing  societies  on  individualistic  lines  for  the  small  holder.  Similary  near  Milan  the 
Catholic  is  doing  the  precise  contrary. 

•  Pasture  societies  are  formed  to  secure  tD_  the  people  of  the  neighbourhood  their 
ancient  pasture  grounds  and  prevent  the  interloper  'from  the  plains  from  getting  a  lease.  Leaser 
are  taken  from  the  local  commune,    t 
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^very  member  finds  his  own  implements  and  livestook,  but  cost- 
ly machines  like  fodder  cutters  and  threshers  can  usually  be  hired 
from  tlie  society.  Seed,  manures  and  other  agricultural  requi- 
sites are  supplied  on  payment,  and  some  co- operative  sale  will 
also  be  attempted.  This  however,  for  want  of  sufficient  co-opera- 
tive spirit,  is  still jin  its  infancy,  and  for  the  most  part  only  the 
cocoons  of  silk  are  sold  by  the  society.  In  the  more  advanced 
societies  there  may  be  a  bank  where  loans  can  be  had  or  savings 
deposited,  and  there  may  also  be  a  store,  where  houshold  require- 
ments can  be  purchased. 

The  chief  official  of  the  society  is  the  manager,   who  is  often 
a  trained  agriculturist.     His  most  important 
e .  anagcr.  function  is  to  givc    members   expert  advice, 

for  the  peasant  farmer  in  Italy,  as  everywhere  else,  requires  to  be 
guided  in  every  step.  The  difficulty  k  to  get  him  to  realize  this, 
and  he  is  apt  on  joining  a  society  to  feel  all  the  independence  of 
the  proprietor  and  to  treat  the  manager  accordingly.^  The  latter's 
only  remedy  is  to  propose  expulsion,  but  this  is  rarely  done,  and. 
in  practice  members  cultivate  pretty  much  as  they  please.  Yet 
where  the  manager  is  a  man  of  character  and  tact,  his  influence 
may  he  considerable. 

As  can  be  imagined  the  chief  difficulty  in  this  form  of  society 
is  the  apportionment  of  land   and  rent.     If 
(c)  Apportionment     of     members  are  already  in  occupation,  the  status 
land  an   rent.  ^^^^  with  hcrc  and  there   a  modification  due 

to  equity,  will  be  maintained  and  no  serious  difficulty  arises.  But 
when  land  has  to  be  given  out  afresh,  individual  circumstance, 
•size  of  family,  quality  of  soil  have  all  to  be  considered.  If  ne- 
cessary decision  is  by  lot.  Rent  has  also  to  be  assessed  and  then, 
as  one  writer  says,  "  arise^  questions,  wranglings,  complaints, 
misunderstandings  between  friends  which  threaten  not  only  the 
harmony  of  t>h6  members  but  the  very  existence  of  the  society. 
Everyone  finds  his  own  quota  of  rent  absurdly  high,  the  quality 
of  his  land  far  below  the  cooimittee's  estimate  and  hia  house 
much  smaller  than  that  givea  to  his  neighbour,  finally  every- 
one wants  to  be  better  off  than  his  neighbour  and  pay  less."* 
Judgment,  » patience  and  firmness  are  all  required  to  deal  with 
this,  and  it  is  clearly  of  great  importance  that  too  high  a  rent 
should  not  be  paid  by  the  society  itself,  otherwise  these  difficul- 
ties \^ill  be  aggravated  tenfold. 

»  C/;  parajmpli  376  (c).  ^ 

*  Benassli  page  86* 
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Many  of  the  societies  in  BergacQO  have  a  Council  of  Vigilance 

or    board    of   supervision  which   need   not 

Vigilance"'**'    '^      neccssarily  consist  only  of  members  of  the 

society.      Societies   experimenting  in    new 

and  complicated  forms  of  co-operation  will  often  be  the  better  for 

outside  assistance,  and  in  Bergamo  the  parish  priest  or  a  keen 

co-operator  of  the  neighbourhood  is  frequently  brought  in  to  assist 

and  advise,  or  e\  en  to  guarantee  a  loan.     In  this  way  the  pioneer 

of  the  movement  in  Northern  Italy,  the  enthusiastic  Monsignore 

Dottore  Portaluppi,  parish  priest   of   Treviglio,  has  been  able   to 

found   and   establish   the   most   important   parent  society  of  the 

neighbourhood,  that  of  Oastel  Gerreto. 

164.     The  co-operative  farm  is  in  a  sense  a*return  to  primi- 
tive  custom.       In    England,    when   Saxon 
Difference  between    the     couQuered  Celt,  the  soil  was  held  by  ffroups 

Co-opetative  Farm   and  the  ,^        .,  .-,.,■,        ,  c-  ry  ?•  • 

Celtic  Village  commnnity.  Rudnot  by  indiviiuals.  *"  Co-opcration  lU 
agriculture  " — we  read — *•  was  necessary 
because  to  each  household  was  allotted  separate  strips  of  land, 
nearly  equal  in  size,  ia  each  ficid  set  apart  for  tillage."  The 
land  was  divided  in  this  way  *'  to  give  each  family  its  share  of 
both  good  and  bad  land,  for  the  householders  were  all  equal,  and 
the  principle  on  which  the  original  distribution  of  the  land 
depended  was  that  of  equalizing  the  shares  of  the  different 
members  of  the  community.'*'  Finally  we  are  told  that,  though 
there  was  co-operation  in  working  the  fields,  there  was  no  com- 
munistic division  of  the  crops.^  With  one  or  two  modifica- 
tions this  might  well  be  a  picture  of  the  type  of  farm  we  hare 
been  describing.  But,  though  similar  in  form;  the  co-operative 
farm  is  very  different  in  aim ;  for  its  object  is  not  only  lo 
improve  agriculture,  but  also  by  its  ideal  of  mutual  service,  to 
raise  the  modern  rural  community  to  a  higher  level  of  civiliza- 
tion and  Christianity.  To  the  good  Catholic  co-operator  this  is 
vital,^  and  it  was  partly  for  this  reason  that  most  of  the  societies 
in  Bergamo  have  been  formed  with  unlimited  liability.  By 
quickening  interest  and  arousing  a  sense  of  responsibility,  un- 
limited liability  develops  a  keener  corporate  spirit  than  any 
other  form  of  association.  It  is  here  that  the  primitive  com- 
munity has  the  advantage.  As  many  an  Indian  village  still 
shows,  isolation  and  insecurity  breed  a  corporate  spirit  which 
civilization  with  its  individualizing  touch  has  almost  destroyed. 
No  one  is  more  individualistic  than  the  Italian  peasant  of  to-day. 

*  Cutler,  A  Short  History  of  English  Agriculture,  page  1. 

*  Whether  or  not  in  these  early  times  tlie  arable  land  was  sabject  to  rediriBion  is  not  clear. 
By  the  llth  centoiy  it  was  exceptjonal.  Here  and  there  in  the  Highlands  of  Scotlaod  land  is  ttill 
constantly  reallotted.  — 8  Mackeuz'ie,  A  Hundred  y«ar»  i»  ike  Highlands. 

»     Se9  Portaluppii,  L'  Affitto  CoUettivo,  page  18. 

H 
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~If  industry  is  his  strength,  egoism  is  his  weakness.  Accordingly, 
io  the  Catholic  it  is  the  principal  object  of  Co-operation  to  temper 
the  ore  without  weakenirg  the  other,  and  he  believes  that 
the  only  way  to  achieve  this  is  to  restore  the  corporate  basis  of 
his  economic  life. 

165.     It  is  now   time   to   give   a  concrete   example  of  the 
AH'iisociet  co-operative   farm.     Two  will  be  described, 

one  to  show  it  in  its  simplest  form  and  the 
•other  at  a  much  more  developed  stage.  At  the  foot  of  the  Alps, 
with  half  its  land  in  the  hills  and  half  in  the  plains,  stands  the 
unpretending  village  of  San  Paolo  d' Argon,  in  which  a  single 
building  arrests  the  eye.  Once  a  Benedictine  Monastery,  it  is 
now  the  home  of  the  members  of  the  local  co-operative  farm. 
The  old  refectory  with  its  half  obliterated  frescoes  is  the  society's 
store  room  and  here,  where  the  moaks  once  dined,  89  co- 
operators  now  hold  their  general  meetings.  The  society  was 
formed  10  years  ago  to  get  rid  of  an  unpopular  middleman 
contractor,  through  whom  the  Hospital,  which  now  owns  the 
estate,  used  to  lease  the  monastic  lands.  It  was  not  an  easy 
start,  for  to  outbid  the  contractor  a  higher  rent  had  to  be  offered 
than,  before,  and  as  a  guarantee  of  good  faith  IJ  years  rent  had 
to  be  paid  in  advance.  Many  members  sold  cattle  and  deposited 
the  proceeds  with  the  society.  Others  borrowed  what  they 
could,  and  everyone  worked  his  hardest  till  the  amount  was 
obtained.  A  further  difficulty  was  the  condition  of  the  vines 
which  had  been  almost  entirely  destroyed  by  phylloxera.  All 
had  to  be  replanted,  and  before  this  could  be  done,  experiments 
had  to  be  made  to  discover  the  vine  most  suited  to  the  soil. 
These  were  so  successful  that,  when  I  visited  the  society,  its 
cellars  contained  nearly  250  ^  tons  of  wine.  A  thousand 
acres  have  been  rented,  but  nearly  half  of  this  is  woodland.  In  the 
ola  days  members  used  to  cultivate  on  the  crop-sharing  principle, 
but  now  each  pays  his  quota  of  rent,  and  as  one  said  to  me — 
"  now  that  I  get  all  the  produce,  I  work  with  passion,  and  I  do 
my  best  to  improve  the  land.*'*  This  is  one  of  the  advantages 
of  the  co-operative  farm.  It  gives  the  man  who  used  to  work 
lor  another  the  feeling  that  now  he  need  only  work  for  himself. 

Kent  is  paid  through  the  silk  cocoons— the  mulberry  as 
well  as  the  vine  is  cultivated — and  any  deficit  is  made  good  in 
cash.  Cocoons  are  the  only  thing  sold  co-operatively.  Though 
the  wine  cellar  and  all  its  appurtenances  are  leased  by  the 
society,  each  member  makes  and  sells  his  own  wine  and  stores 
it  in  his  own  casks.  So  far  every  attempt  to  secure  co-operative 
manufacture  has  failed.     Members  are   at  once  too  independent 

I  250,000  kiluf. 
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and  too  conservative.  Manure  and  seed  are  supplied  through  the 
society,  and  manuring  is  now  said  to  be  dene  more  scientifically 
and  seed  to  be  selected  with  greater  care  than  before.  This  is 
doubtless  due  to  the  manager  who  is  in  charge  of  the  society. 
Crop  insurance  is  compulsory,  as  the  crops  are  the  only  security 
for  the  rent.  On  grapes  the  premium  is  as  much  as  18  per  cent., 
on  wheat  5  or  6  per  cent.  Discipline  is  not  strict.  No  member 
has  ever  been  expelled,  though  two  or  three  times  it  was  admit- 
tedlv  necessary.  No  dividend  is  ever  distributed.  Instead  the 
profit  which  is  small  is  carried  to  reserve.  The  society  is  now  so 
strong  that  it  could  almost  afford  to  buy  the  land.  An  important 
point  to  notice  is  that  at  the  start  members  trusted  to  their  own 
good  effort  rather  than  to  the  modern  nostrum  of  State  aid. 
Genuine  Co-operation  means  self-help  and  self-sacrifice.  Of  this 
the  society,  though  it  has  not  advanced  very  far,  is  a  good 
example. 

166.     The  second  society  has  already   been  mentioned,  for  it 
A  Piaius  Society—  ^^  ^^®  oldest  iu  Lombardy.     It  is  nearly  30 

(o)  Distributioa  of  the     years  siuce,  witli  the   help    of   a  few   sym- 
^*°'^'  pathizers  who  became  honorary  members  for 

the  purpose,  a  number  of  small  peasant  farmers  of  Calvenzano,  a 
village  situated  in  country  as  flat  as  Amritsar,  combined  to  take 
a  lease  of  132  acres  of  irrigated  land  from  the  landlord  direct, 
instead  of  each  renting  his  two  or  three  acres  from  a  middleman 
rent  collector.  The  society  now  owns  oOd  acres,  valued  in  its 
bala-nce  sheet  at  nearly  £5,0()0  but  in  reality  worth  much  more, 
and  in  addition  rents  four  estates  for  £500.  Owing  to  a  Socialist 
tendency  there  are  a  number  of  ex-labourers  amongst  the  mem- 
bers, and  this  accounts  for  a  feature  which  is  unusual  in  indi- 
vidualistic societies.  The  land  is  entirely  redistributed  every 
three  years.  Each  family,  so  far  as  possible,  is  given  five-sixths 
of  an  acre  per  head,  and,  as  in  the  primitive  Celtic  community, 
holdings  are  made  up  from  different  estates,  in  order  that  every- 
one may  have  good  and  bad  land  alike.  Members  may  cultivate 
their  land  as  they  please,  but  on  no  account  may  they  sublet,  nor 
may  they  even  cultivate  it  in  partnership  with  anyone  else. 
Theoretically  the  society  is  open  to  all,  but  in  practice, 
as  land  is  scarce,  new  members  are  excluded  by  an  entrance  fee 
of  £15.^    Sons  of  members,  however,  pay  only  half  a  crown, 

As  1 1   years'   rent   has   to  be   deposited  by  the  society   as 

(6)  Cooperative    Sale     cautiou    moncy,    members    pay   half   their 

nnd  Tomato  Fac-    rcut  iu  advaucc.^    The   balance   is  paid  in 

*"^'  silk     cocoons   which,     with     tomatoes,  are 

»  1,200  lire. 

*  A  new  societjr  aboold  ftiways  do  this.     It  redaces  goneral   liabil:ty  and  girea  the  soeie.j 
ready  money. 


134 

the  only  produce  sold  co-operatively.  The  sale  of  cocoons 
presents  no  difficulty,  as  the  members'  sole  alternative  is  to 
deal  with  a  merchant  who,  like  those  of  Amritsar,  only 
supplies  the  silk  worm  eggs  on  condition  that  the  cocoons  are 
sold  through  him,  an  arrangement  that  is  naturally  all  to  his 
advantage.  Tomatoes  are  dealt  in,  as  for  the  last  14  years 
the  society  has  had  its  own  factory  for  making  tomato  conserve. 
To  keep  it  well  supplied  members  are  obliged  not  only  to  sell 
their  tomatoes  to  the  society,  but  to  grow  them  on  a  fixed  pro- 
portion of  their  land.  Both  rules  are  said  to  be  observed  as 
prices  are  good  and  co-operative  spirit  strong.  In  another  way, 
too,  the  factory  is  useful,  for  16  hands,  all  sons  of  members, 
are  employed  in  it.  Owing  to  keen  competition  and  poor 
management  it  made  a  bad  start,  and  for  the  first  six  or  seven 
years  was  worked. at  a  loss.     Now  it  pays  its  way. 

The  society  undertakes  a  number  of  miscellaneous   activities 
all     calculated     either     to     cheapen   or  to 
(c)  Miscellaneous  Acti-     increase  production.     Seed  and  manures  are 
supplied,  a  weighbridge  is   maintained,    and 
machines  for  threshing,   pressing   fodder   and   drying   maize  are 
hired  out  for   a   moderate   charge.     Members   are  encouraged  to 
bring  their  savings  to  the  society   and  their   deposits   now  total 
nearly   £5,000,   another   sign   of  the  prosperity  brought  to  the 
farmer  by  the  war.     Loans  are  made  when  needed,  and  insurance 
against   hail  is  encouraged  by  paying  one-third  of  the  premium. 
!M  embers  are  also  insured  against  old  age,  and  for  those   who  are 
too  old  for  this  the  society   contributes  25   shillings  ^    a  year  to  a 
provident   fund.     If  a  member  is  ever    too   ill   to   work,   the 
president   appeals   to   the    'filantropia'    of  other     members   to 
cultivate  his  land,  and  anyone  who  does  it  has  his  name  recorded 
in  an  album  kept  for  the  purpose.    A   weak   point  in  the  society 
is  that  its  manager  is  not  a  trained  agriculturist.     This   hampers 
agricultural  development  which  should  be   the   main   object   of 
a  co-operative  farm.     Otherwise  it   will  be   little  better  than  a 
glorified   Irish  'general   purposes   society.     Yet   even   so  it  will 
have  one  advantage  over  the  latter,   for   production,    not   con- 
sumption, is  its  basis,  ard  for  the  farmer  this  is  the  more  natural 
and  educative  basis  of  the  two.  ^     Iq   this  society   it   is  claimed 
that  production  has   increased,   and   that   the   farm   has  been  a 
spur  to  the  whole  neighbourhood.     As  a   result,  too,  of  eliminat- 
ing the  middleman,  rents  have  been  reduced. 


»  100  lire. 
'  Of,  psragrsgh  162. 
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167.  A  few  figures  must   now  be   giyen   to  show  what  has 

been  accomplished  in   the   single  district  of 
^**'"*'"-  Bergamo  ^     The  total  area    cultivated   by 

70  societies  is  about  20,000  acres.  Three  societies  have  1,000 
acres  or  more,  but  at  least  ten  have  less  than  100.  Similarly 
the  largest  society  has  222  members,  the  smallest  only  five. 
As  many  as  18  have  less  than  20.  A  co-operative  farm  may, 
therefore,  be  as  much  an  affair  of  half  a  dozen  neighbours  as  of 
two  or  three  villages.  This  is  encouraging  to  those  who  believe 
in  small  beginnings  ^. 

168.  One  society  in  Bergamo  has  purchased  land  in  order  to 
,    ,  „    ,  sell  it  to  its  members.     A  debit  and  credit 

Land  Purchase .  ,    .  ,     ,  ,  i  ■, 

account  is  opened  for  each  purchaser,  who 
has  to  pay  in  the  whole  amount  (by  instalments)  before  owner- 
ship passes.  In  E-aveona  a  considerable  number  of  societies  have 
been  formed  for  the  same  purpose.  Prosperity  acting  upon  land 
hunger  has  had  the  same  effect  there  that  it  has  had  in  the 
Punjab.  Agricultural  land  has  been  forced  up  to  fancy  prices 
and  has  sold  at  8,000  lire  ^  an  acre.  The  primary  object  of  these 
societies  is,  by  combining  purchasers,  to  check  the  competition 
that  leads  to  high  prices,  and  incidentally  to  encourage  better 
farming;  for  like  the  Punjabi,  "  the  small  proprietor  will  rather 
spend  his  savings  in  buying  fresh  fields  than  in  improving  those 
he  has  already."^  It  is  hoped,  too,  that  even  when  a  member 
has  acquired  his  land,  he  will  remain  in .  the  society  in  order  to 
benefit  by  co-operative  sale  and  supply,  and  to  use  its  store. 

169.  It  should  now  be  evident  that  the  individualistic   farm 
„    .^.,.^.    .  T  J.  has  considerable  possibilities,  and  that  there 

Possibilities  in  Indift.  .  ,  ,  ^   ,,•  t>     ,i  .li         i 

IS  almost  no  section  of  the  agncultural 
community  which  it  cannot  serve  in  one  form  or  another.  It 
is  the  only  kind  of  society  that  would,  I  think,  be  a  better  foun- 
dation for  a  rural  co-operative  system  than  the  village  bank.  To 
the  tenant  its  advantage  is  obvious  ;  and  to  the  proprietor,  too, 
large  as  well  as  small,  it  has  a  message.  To  the  small,  it  is  the 
message  of  better  farming.  From  a  good  co-operative  farm  he 
will  get  the  skilled  teaching   and   guidancj   that   nearly   every 


»   Reliable  figures  for  the  whole  of  Italy   are  at  present  aaobtiiaable.     E/aa   district  totaU 
jire  difficult  to  get  and  have  to  be  received  with  caution. 
'  The  foliowiag  averages  may  be  noted  : — 

Membership  (4i^  societies)  =  50. 

Area  cultivated  (33  societies)  =  332  acres. 

Rent  (33  societies)  =  over  £250  (2 1,125  lire) . 

s  At  present  exchange  about  £10 J ;  at  par  £320. 

'*  Bolton  King,  Italtf,  page  167. 
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peasant  farmer  still  needs  the  whole  world  wide  ;^  and  in  addition 
he  will  enjoy  facilities  of  supply  and  sale  denied  to  others.  To  the 
large  proprietor  the  co-operative  farm  is  a  reminder  that  "  the 
landlord  can  no  longer  be  considered  as  a  proud  and  inaccessible 
deity,  to  be  served  by  his  dependents  with  reverence  mixed  with 
fear."^  In  the  Punjab  the  experiment  might  well  be  tried 
of  a  colony  based  upon  a  system  of  co-operative  farms.  There 
would  probably  be  no  better  way  of -converting  the  Punjabi  into 
a  good  cultivator.  Moreover,  it  might  give  him  the  stimulus  to 
develop  his  land  which  has  now  to  be  given  by  ownership.  If  so 
valuable  proprietary  rights  might  be  retained  by  Government  who 
could  then  continue  to  share  materially  in  the  ever,  increasing 
prosperity  of  the  colonies.  In  this  way  the  co-operative  farm 
might  even  prove  an  important  source  of  revenue. 

170.     Here  perhaps  this  chapter  should  end,  for  the   collec- 
The  Collect! vi6t  Farm  in     tivist  tvpc  of  co-operativc  farm  has  little,  if 
^^®°°*-  any,  application  to  the  Punjab  ;  but  it  is  so 

characteristic  of  Italian  genius  and  represents  so  striking  an 
achievement  in  Co-operation,  that  it  is  impossible  to  pass  it  by. 
it  is  just  possible,  too,  that  there  may  be  some  corner  of  India 
with  soil  congenial  to  its  seed.^ 

The  two  districts  in  which  the  society  can  be  seen  at  its  best 
are  Eeggio  Emilia  and  Eavenna.  Only  the  latter  was  visited  and 
what  follows  relates  principally  to  that  district.  The  town  of 
Eavenna  has  already  been  described.  The  district  with  its 
350,000  inhabitants  stretches  from  the  Apennines  to  the  Adriatic, 
and  for  the  most  part  it  is  so  low  and  flat  that  much  of  it  is 
marsh  and  fen,  or  what  in  the  Punjab  would  be  called  *  sailaba.* 
This  is  gradually  being  drained,  and  in  the  last  fifty  years  large 
areas  have  been  reclaimed  and  put  under  wheat,  beetroot  and 
rice.  It  is  this  that  bas  given  the  Socialist  his  chance,  for  the 
old  lands  which  have  been  cultivated  for  2^000  years  are  now  too 
split  up  for  collectivist  experiments;  but  the  wide  tracts  of 
virgin  soil,  demanding  the  rough  labour  of  the  hind  rather  than 
the  intensive  cultivation  of  the  peasant,  were  exactly  suited  to 
his  purpose.     Accordingly  in    1886,   when   unemployment  grew 

— , ^ . 

*  Cf.  the  fo;low:rg  extract  from  the  New  Jersey  Report  given  in  the  American  Report  on 
Agricnltnral  Co  operation  io  Europe,  Part  III  :— "Tlie  conviction  hs»  been  growing  stronger  that 
by  dialing  with  the  individual  farm  as  a  problem  by  itself,  by  learning  uf  the  defects  in  it<) 
organiaatloD  ind  by  correcting  these  defects,  the  level  of  production  might  bo  raised  much  more 
xapidly  than  by  tbe  older  n.etbod  of  dealing  with  farmers  of  any  section  '  en  masse  '." 

*  Bttoassi,  page  8,  ' 

'  A  farm  on  collectivist  lines  has  recently  (1921)  b«en  started  at  Sbolapnr  (Bombay). 
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acute  and  strike  and  boycott  failed,  thf)  first  co-operative  farm; 
in  Italy  was  formed.  Its  members  were  all  '  braccianti '  or 
journeyman  labourers,  men  who  were  as  readily  employed  upon 
a  road,  embankment  or  terrace  as  upon  work  in  the  fields.  Nearly 
all  the  societies  in  Ravenna  have  been  recruited  from  this  class, 
and  it  is  only  recently  that  attention  has  been  turned  to  the 
peasant  farmer  and  the  small  proprietor. 

171.     The  earliest    collectivist   farms   were   started   on  the 
^^  ^  ^  same  lines  as  Calvenzano,  that  is  to  say,  each 

The  Sv8tem.  ,  .  i   ^      -  ^J.'       1       ^ 

member  was  given  a  plot  to  cultivate  ior 
three  years.  This,  however,  led  to  the  exhaustion  of  the  soil,  as 
everyone  tried  to  g3c  as  much  as  he  could  out  of  the  land  before 
he  had  to  give  it  up.  The  labourer,  too,  accustomed  to  work  for 
others  proved  unable  to  work  on  his  own.  Pure  collectivism  was 
therefore  attempted.  The  estate  was  cultivated  as  a  whole  and 
produce  was  pooled.  This  is  the  form  which  still  prevails,  though 
not  very  successfully,  in  the  adjoining  district  of  Bologna  which 
was  also  visited.  In  Ravenna  it  did  not  answer,  as  there  was  no 
inducement  to  the  labourer  to  do  more  than  work  for  his  wage. 
Accordinsrly  a  compromise  was  evolved  which  is  now  the  system 
in  force  thrcughout  the  district. 

The  farm  is  still  run  collectively,  that  is  to  say,  imple- 
ments, machines  and  livestock  all  belong  to  the  society, 
and  all  operations  are  directed  by  the  manager.  But  every 
member  receives  a  small  plot,  which  varies  fiom  one  to  seven 
acres  according  to  the  size  of  his  family  and  the  amount  of 
land  at  the  society's  disposal.  It  is  manured  and  ploughed  by 
the  society  which  also  does  the  threshing,  but  the  labour  re- 
quired for  rolling,  weeding,  and  reaping,  etc  ,  is  provided  by  the 
member  who  eventually  receives  one -third  of  the  produce.  This 
is  normally  sufficient  to  keep  him  and  his  family  in  grain  for  the 
year.  On  the  debit  side  be  has  to  pay  one-third  of  the  price  of 
the  seed  and  manure  used  on  his  land  and  one-third  of  the  cost  of 
insuring  his  crop.^  Tillage  must  be  done  exactly  as  the  manager 
directs,  and  if  labour  is  required  elsewhere,  it  must  be  given,  or 
the  defaulter  will  be  debited  with  the  cost  of  getting  the  work 
done  by  someone  else.  Plots  are  distributed  by  lot  and  are  kept 
for  one,  or  at  most  two  years.  If,  as  is  generally  the  case,  there 
are  not  enough  to  go  round,  those  who  draw  blank  get  first  choice 
at  the  next  distribution.  Meadow  land  is  not  divided,  and  in 
Beggio  Emilia,  where  a  similar  system  prevails,  wheat  too  is 
cultivated  collectively.  It  is  claimed,  with  some  justice,  that 
this  system  involves  no  essential  compromise  of  collectivist 
principle,  as  land  cannot  be  retained  for  more  than  a  year  or  two, 

1  Occasionally  no  charge  is  made  for  seed  and  insurance. 
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and  the  only  effect  of  division  is  that  wages  are  paid  partly  in 
kind  instead  of  wholly  in  cash.  Its  advantage  is  obvious.  By 
securing  to  the  labourer  a  share  in  the  fruit  of  his  labour,  it 
provides  him  with  the  stimulus  that  everyone  requires  to  do 
his  best. 

172.  The  collectivist  farm  goes  far   beyond   anything  pre- 
A  h-  V  ment  viously   attempted     on   a   considerable   scale. 

Last  year  in  the  district  of  Ravenna  there  were 
60  societies,  and  50,000  acres,  or  about  20  per  cent,  of  the  culti- 
vated area  of  the  district  was  in  their  hands.  Thanks  to  the 
large  profits  made  during  and  since  the  war,  20,000  acres  or 
more  have  been  purchased.^  Detailed  figures  for  26  Socialist 
societies  show  that  their  live  and  dead  stock  was  recently  valued 
at  £100,000,2  and  their  annual  produce  at  over  £800,000. 
Seventeen  societies  maintain  stores  where  shopping  can  be  done, 
two  make  their  own  wine  and  three  or  four  do  simple  banking. 
There  can  be  no  doubt  that  the  collectivist  farm  is  strongly  en- 
trenched in  the  district,  and,  where  it  exists,  it  tends  to  absorb 
every  other  form  of  co-operative  activity.  In  one  village  I  visited 
it  even  had  a  Labour  branch  for  undertaking  general  contracts. 

173.  Before  so  much  could  be   achieved   many   difficulties 
_  had   to   be   overcome.     The    two     greatest 

were  discipline  and  finance.  No  financial 
(a)   Self-help.  problem  could  well  have  been  greater   than 

for  a  number  of  men,  with  no  other  resource 
but  the  labour  of  their  hands,  to  find  the  capital  required  to  lease, 
stock  and  run  a  farm.  The  case  of  the  society  at  Piangipane  is 
typical  of  how  it  was  done.  Starting  with  a  succession  of  crop- 
sharing  leases  which  involved  no  capital  outlay,  the  society  was 
eventually  forced  by  a  quarrel  with  the  landlord  to  launch  forth 
on  its  own  with  a  cash  lease  of  225  acres.  Its  £2  shares  were  then 
paid  up  in  full,  in  cash  or  in  labour,  and  those  who  could  made  a 
small  deposit.  At  that  moment,  too,  a  member  who  was  insured 
met  with  a  fatal  accident  and  the  £240  paid  by  the  company  to 
his  family  was  deposited  with  the  society.  This  was  sufficient  for 
the  caution  money  required  to  secure  the  rent.  Implements, 
machines  and  manures  were  supplied  on  credit  by  the  Co-opera- 
tive Union  at  Ravenna.^  Luckily  the  harvest  was  good  and  a 
profit  of  £240  was  made.  Next  year  another  700  acres  were 
rented,  and  to  meet  the  increased  outlay  shares  were  raised  to 
£8  apiece,  and  the  200  members  undertook  to  pay  for  them 
as  before  in   cash  or  in  labour.     Profit,  too,  instead  of   being 

»  In  1920,  thirty  Sooialirt  80cietie§  owned  13,500  oat  of  25,000  acres  in  their  posseBsion. 
■  8  million  lire. 

»  All  Socialist  iocieties  are  afflUatod  to  a  Union  at  Ritoana  which  !•  rejponslble   for   general 
organization.    The  Union  also  farm*  land. 
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'distributed  was  added  to  shares.  This  was  tea  years  ago.  The 
society  now  has  £7,500  in  deposits,  a  common  good  fund  of  over 
£3,000  and  another   £1,000  in  shares  and  reserve. 

Not  infrequently  philanthropic  neighbours  have  guaranteed 
an  initial  loan,  and  Peoples'  Bfinks  have  also  advanced  large 
sums,  spurred  on  by  the  sacrifices  members  so  often  made.  At 
Molinella,  for  instance,  it  was  agreed  that  50  per  cent,  of  wages 
should  be  withheld  till  the  loan  of  the  local  Peoples'  Bank  was  re- 
paid. It  was  common  of  course  for  savings  to  be  deposited,  and 
in  Calvenzano,  the  society  described  above,  goods  were  even 
pawned  that  something,  however  small,  might  be  lent.  In  a 
much  newer  society^  near  Mantua  500  members  are  said  to  give 
15  days'  free  labour  a  year.  In  another  ^  near  Hovigo  one  day  a 
week  is  given.  Most  collectivist  societies  indeed  exact  free  labour 
or  retain  a  part  of  the  wages  till  harvest.  If  the  latter  fails,  then, 
as  my  informant  said,  "  it  is  good  night  to  your  pay.  " 

Pinance  is  now  a  much  simpler  affair  than  when  members  had 
to  depend  upon  themselves  for  a  start.  Since 
the  war  the  National  Institute  of  Credit  ^ 
has  advanced  millions  of  lire  at  2  or  3  per  cent,  below  the 
market  rate.  It  can  do  this  as  Government  is  behind  it.  The 
security  for  these  loans  is  the  society's  livestock,  equipment  and 
produce,  upon  which  the  Institute  has  a  lien  under  law.  Every- 
thing is  valued  including  even  the  normal  yield  of  the  land,  and 
advances  are  made  up  to  one-third  or  occasionally  a  half  of  the  total. 
In  Piavenna  alone  last  year  the  best  part  of  £500,000  was  advanc- 
ed. Other  banks,  not  however  the  commercial  ones,  are  follow- 
ing suit.  In  spite  of  tliis  the  demand  for  money  throughout  the 
country  far  exceeds  supply,  and  when  recently  the  National 
Institute  suddenly  stopped  lending,  progress  in  many  places  came 
to  a  standstill.  This  will  not  be  the  disastar  it  is  tersned,  of  it 
compels  a  return  to  older  and  sounder  methods. 

1 74.    Even  more  dijfficult  than  finance  is  the  question  of  discip- 
Discipline  and  its  dppen-     linc.      The  collcctivist  farm  is  nothing  but  a 
dence  on  :—  faotory  in  which  work  is  done  out  of  doors  in 

(a)  Economic  ceed.  ^^^^j  ^j  ^Yi{hiR  the  four  walls  of  a  buildiug. 

But  there  is  this  important  difference.  No  work  is  so  difficult  to 
supervise  as  agricultural,  and  when,  as  often  happens,  members 
run  into  hundreds  and,  as  sometimes  happens,  farms  extend  over 
one  or  two  thousand  acres,  the  problem  of  supervision  and  discip- 
line is  far  more  difficult  than  in  the  factory.  Societies  rely  upon 
three  main  factors,   the  need  for  employment,  the  tie  with  Trade 

>  S«rmide. 

'  Giacciano. 

'  Described  id  paragraph  49. 
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Unionism  and  their  own  authority.  It  will  he  remembered  that 
throughout  Emilia,  of  which  the  district  of  Ravenna  is  a  part, 
these  societies  originally  sprang  from  the  distress  caused  hy 
unemployment*  The  evil  has  not  been  cured  but  only  mitigated. 
Accordingly  the  economic  need>  that  must  be  at  the  root  of 
all  Co  operation,  still  remains,  and  members  know  well  enough 
that  anything  that  endangers  the  society  endangers  themselves. 
There  is  therefore  a  predisposition  to  obey. 

Ihis   predisposition   can   he  given   almost   the   force   of  an 
„,_,  ^  TT  .    •  .instinct  through  the  tie  with  Trade 

(b)  Trade  Unionwm.  -i-t    .       .  i        r  i  j 

Unionism.^  Jivery  member  must 
be  a  Trade  Unionist,  and  in  most  cases  he  lias  been  so  for  many 
years  before  he  joins  a  society.  If  so,  he  already  knows  some 
thing  about  discipline.  Moreover,  the  closest  possible  touch 
is  maintained  between  a  society  and  the  local  Trade  Union. 
Each  is  represented  on  the  other's  committee  and  important 
questions  are  discussed  together.  In  one  scoiety  it  was  stated 
that  nothing  could  be  done  without  tlie  Trade  Union's  approval. 
The  latter  not  only  prescribes  rates  of  wages  and  hours  of  labour, 
but  settles  disputes  between  a  society  and  its  members.  As 
strikes  are  by  no  means  unknown — a  society  I  visited  had  just  had 
trouble  with  its  forage  packers — the  support  of  the  Trade  Union 
may  be  of  the  greatest  value.  ^  And  in  general  it  may  be  said 
that,  without  this  support  and  without  the  habit  of  discipline 
formed  by  the  Union  in  its  members,  the  collectivist  farm 
would  never  have  reached  its  present  development.  If  it  is 
ever  attempted  in  India,  there  must  be  some  tie  equally  strong  to 
take  its  place.  None  could  he  better  than  a  well- developed  co- 
operative spirit.     But  this  is  rarely  found  at  first. 

The  third  factor  is  the   society's  own  authority.     Eor  practi- 
^^   ^  cal  purposes   this   means   the   manager  and 

•nagement.  j^.^   assistants.     The  former   directs  all  op- 

erations as  much  as  if  he  were  in  charge  of  a  factory.  Far 
more  than  the  president,  who  is  always  a  labourer  and  often 
little  better  educated  than  his  neighbours,  the  manager  is  the 
real  head  of  the  society. ^  He,  too,  may  be  a  labourer,  but  in 
that  case  he  will  be  a    man  who  has  risen  by  force  of  character. 

*  Or  Lesgac  of  KestBtance,  as  it  is  called. 

*  Most  strikes  are  said  to  be  '  sympathetic  '  and  not  to  last  more  than  a  few  days.  The 
packers' strike,  however,  lastod  1^  days,  and  on  another  occasion  the  Trade  Union  comuiittoe 
•ent  to  the  ipct  to  arrange  things  took  a  week,  meeting  every  night,  to  cfEect  a  settlement.  On 
the  whole,  though,  a  strike  against  a  society  is  less  couiinoQ  and  leaa  formidablo  thaa  a  strike 
against  a  private  employer  ;  and  it  is  never  political. 

*  Pretidont  and  Manager  are  often  comVmed,  bat  this  is  admittedly  undesirable. 
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Character  is  probably  more  needed  than  brain  to  deal  with 
the  many  difBculties  that  arise.  In  one  society  it  was  clear 
from  the  manager's  emphatic  gestures  that  the  task  had  al- 
most been  too  much  for  him.  At  first,  he  said,  members  had 
no  idea  how  to  work  together.  There  were  endless  explana- 
tions and  repeated  reprimands.  The  latter  were  useless.  At 
last  an  example  was  made,  and  a  few  who  refused  to  work 
were  suspended  for  a  year.  After  this  members  became  more 
receptive,  and  gradually,  thanks  to  patient  teaching,  a  more 
co-operative  spirit  was  developed.  The  society  has  now  632 
members  and  six  farms  with  a  total  area  of  over  1,600  acres. 
The  most  effective  remedy  of  all  is  expulsion,  as  little  or  no 
local  work  can  be  had  outside  the  society.  To  the  man  who 
would  stay  at  home  the  society  is  indeed  almost  a  condition  of 
existence.  For  that  very  reason,  perhaps,  societies  are  loath 
to  expel  and  it  is  rarely  done.  Expulsion  is  not  confined  to 
breaches  of  discipline.  Criminal  offences  and  even  moral 
irregularity  are  occasionally  punished  in  this  'vay.  A  mild- 
er penalty  is  to  cut  wages.  Once  a  squad  of  10  or  12  mem- 
bers refused  to  dig  a  channel  to  the  required  depth.  Re- 
monstrance merely  provoked  violence.  In  the  end  the  work 
was  done,  but  only  half  the  amount  due  was  paid.  It  would 
not  have  been  surprising  if  many  societies  had  failed  for 
want  of  discipline.  But  except  in  the  Sauth,  where  discipline 
is  said  not  to  exist,  failure  now  appears  to  be  rare.  One 
reason  for  this  is  the  strength  of  the  party  tie  which,  as  a 
Socialist  said,  marshalls  people  as  '  for  battle.  '  Moreover, 
before  a  society  can  collapse  ths  whole  resources  of  the  party 
are   brought  to  bear    upon  its  recovery. 

175.     Ten    or   twelve  miles   from   Ravenna,   in  country  as 

Aifonsine—  ^^^    ^^^    ^^   heavily   irrigtated   as  a  canal 

colony,  lies   the   townlet  of  Aifonsine.     Its 

(a)  Pare  collectivism      13  000   inhabitants   are   remarkable  for  the 

and  itB  failure.  '  .    ^  p      ,  i      . 

variety  of  their  co-operative  enterpnze. 
Carpenters,  mavsons,  and  transport  men  have  all  formed  societies 
of  the  type  that  will  be  described  la  the  next  chapter.  200 
peasant  farmers  have  also  started  a  co-operative  farm  on  in- 
dividualistic lines.  Finally,  there  is  a  society  of  785  journey- 
man labourers  which  owns  and  cultivates  over  800  acres, 
undertakes  ordinary  labour  contracts  and  runs  a  store  with  a 
turnover  of  £12,000.  It  has  already  been  explained  how  the 
*  bracciante  '  of  Raveana  was  by  nature  more  a  labourer  than 
a  hind.  Consequently  it  is  not  surprising  to  find  labour  socie- 
ty and  farm  uaited  in  a  single  organization.  In  this  case 
the  labour  society  came  first,  and  it  was  not  till  its  fourth 
year  (1909)  that  a  lease  of  375  acres  of  rice  land   was  taken- 
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The  advantage  of  rice  is  that  it  requires  more  labour  than 
capital.  At  first,  pure  collectivism  was  tried  and  no  division 
of  the  land  was  allowed.  As  capital  was  scarce,  members 
agreed  to  forego  half  their  wages  till  after  the  harvest.  When, 
however,  the  harvest  came  the  balance  sheet  showed  a  loss 
and  wages  could  not  be  paid.  "  What  happened  ?  "  I  asked. 
"  Aducanza  tragica—a  tragic  general  meeting  '*  was  the  reply, 
"  and  sharp  division  between  the  committee  and  the  mass  ( la 
massa  )."  Ultimately  members  understood.  It  was  their  first 
lesson  in  the  difficulties  of  capitalistic  enterprise.  The  next 
four  years  saw  little  improvement.  It  was  just  possible  to 
pay  wages  after  each  harvest  but  no  more.  The  root  of  the 
trouble  was  the  uncompromisingly  coUectivist  system.  This 
was  finally  abandoned,  and  the  modified  form  of  collectivism 
described  above  was  introduced.  With  the  outbreak  of  war 
the  society  prospered,  so  much  so  that  last  year  it  made  a  net 
profit  of  £1,000.^  It  now  owns  the  whole  of  its  two  farms 
(  832  acres  )  for  which  it  paid  £22,000  Its  gross  produce  is 
valued  at  £11,250,  and  including  what  is  paid  in  kind  the 
total  wage  bill  come?^  to  £7,500  a  year.  All  this  has  been 
achieved  in  little  over  ten  years.  Though  much  larger  than  most 
of  the  societies  in  the  district,  it  is  the  smallest  of  the  four 
I  saw. 

Of  the  785   members   only  250   have   allotments,   as  it  is 
useless  to   give     a   man   less  than   what  is 

i)  The  distribution  of     Sufficient   to  support  him  and    his   family. 
'*°^-  This  varies   from    2 J  to    7 J  acres   according 

to  circumstances.  Another  450  members 
have  been  provided  for  by  special  arrangement  with  the  proprie- 
tors of  the  neighbourhood,  a  condition  of  the  arrangement  being 
that  they  are  still  allowed  to  work  for  the  society.  Nearly  100 
members  have  no  land  at  all  and  will  have  to  wait  till  the  next 
distribution,  which  is  done  once  a  year.  Only  in  exceptional 
cases  can  a  plot  be  retained  for  two  years.  The  re-allotment  is 
carried  out  by  the  committee  of  the  local  Trade  Union,  partly 
by  lot  and  partly  by  arrangement.  This  is  a  good  instance  of 
the  close  connexion  with  Trade  Unionism  referred  to  above.  Mem- 
bers, I  was  told,  submit  to  re-allotment  but  do  not  like  it.  Land 
and  gold  are  the  two  enemies  of  the  oollectivist,  and  not  till  both 
are  abolished  will  collectivism  reign.  Occasionally  groups  of 
20  or  30  families  agree  to  work  their  combined  allotments  as  a 
whole ;  but,  coUectivist  though  the  society  is,  this  is  discouraged 
as  it  is  found  to  lead  to  bad  work,  more  especially  since  the 
war,   as  young  men  now   are  inclined   to  slack.     Where,  as  in 

»   80,000  lire. 
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agriculture,  supervision  is  (difficult,  private  possession  or  a  share 
in  the  produce  are  needed  to  spur  men  on  to  work.  And  equity 
too  demands  this,  for,  as  the  president  said,  on  precisely  similar 
land  one  man  will  produce  nearly  twice  as  much  as  another.' 

Part  of  the  land   purchased  by  the  society  is    split  up   into 
small   holdings    cultivated   by   the    peasant 

(c)       e     eaean      armer.       fj^j.jj,gj,        J^     Jg    Jjgpg    |.Jj^^    individuali^^t     and 

collectivist  are  in  mortal  conflict.  Labourer  and  peasant 
can  no  more  lie  down  together  in  a  collectivist  society  than  wolf 
and  sheep  in  a  single  field.  One  peasant  who  was  in  difficulties 
with  his  farm  has  already  allowed  himself  to  be  swallowed  up  and- 
converted  into  a  labourer.  Tlie  others  still  hold  o\it  against  what 
is  regarded  as  a  total  change  of  life  and  a  loss  of  caste.  But  they 
are  a  mere  handful,  and  it  is  only  a  matter  of  time  before  they 
are  ousted.  A  collectivist  society  will  not  buy  land  which  is 
already  much  split  up,  or,  if  il  does,  a  separate  society  will  be 
formed  for  the  peasant  farmer.  But  where  the  latter  is  too  weak 
or  too  isolated  to  resist,  he  is  absorbed  or  has  to  quit.  The 
Catholic  replies  by  trying  where  he  can  to  split  up  the  large 
estate,  so  the  balance  is*  preserved. 

At  Alfondne  wheat,  beet  root  and  maize  are  the  staple  crops. 
These  are  cultivated  on  modern,  and  indeed 

(d)  Management    and     almost    industrial    Hncs.     Machinos   valued 

at  £4!,600  are  maintained  and  include  a- 
motor  tractor  and  five  threshers.  Eepairs  are  done  in  a  large 
shed  equipped  with  every  kind  of  appliance.  Each  estate  has 
two  managers,  one  to  direct  agricultural  operations  and  the  other 
for  administrative  control.  Another  person  is  in  charge  of  the 
180  head  of  cattle  that  belong  to  the  society.  At  head-quarters 
there  is  a  general  manager  who  controls  every  braach,  A  com- 
mittee of  nine,  all  labourers,  meets  twice  a  month. 

General  meetings  are  held  several  times  a  year,  aud  it  is 
characteristic  of  these  collectivist  societies  that  they  are  well 
attended.  A  gathering  of  500  members  is  said  to  be  not  unusual. 
Contrast  this  with  the  urban  bank  or  the  villaoe  store.  ^ 

The  societies   of  Bergamo  limit   their  membership  but  not 

(e)  Membersbi  their  liability.    In  the  collectivist  societies  of 

em  era  ip.  .  jjavcuna  it  is  thc  other  way  round.  ^  Any. 
one  can  join,  provided  he  is  a  labourer  and  a  trade  unionist.  The 
difficulty  of  finding  house  accommodation  prevents  a  large  influx 
of  members  from  outside.  All  the  '  braccianti '  of  the  neighbour- 
hood have  joined,  as  it  is  thoir  only  means  of  securing  regular 
work.     A  man   can  become  a  member  lor  half-a-crown   which 

*  The  same  thing  is  said  in  Tomkinson's  Slate  Help  for  AgricuU«re,  page  28. 
»  Paragraphs  139  (c)  and  154  \d). 

*  In  collectivist  societiM  elsewhere  membership  is  sometimes  limitsd— Benassi,  page  43. 
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shows  how  little  effort  is  made  by  the  members  to  monopolize 
privilege.  The  regular  re-distribution  of  the  land  is  further  evi- 
dence of  this.  The  newest  member  has  as  sjood  a  riorht  to  a  hold- 
ing  as  the  oldest.  Collectivism  puts  a  severe  strain  upon  human 
nature,  but  no  one  can  deny  its  generosity.  As  in  nearly  all 
these  societies,  profit  is  never  distributed.  The  most  that  is  done 
is  to  add  part  of  it  to  shares  in  proportion  to  work  done  during 
the  year.  This  is  a  good  way  of  increasing  capital.  Discipline 
has  l3een  tolerably  maintained  and  since  the  start  only  ten  mem- 
bers have  had  to  be  expelled,  some  for  disobedience,  others  for 
moral  irregularity.  Altogether  the  society  is  a  remarkable  achieve- 
ment, but  not  more  so  than  the  other  societies  visited. 

176.     The  objects  of  Co-operation  have  been   admirably   de- 
T.    ,x   i!^i.  ^  „  ..  . .     fined   as    "better   business,   better  farmins: 

Results  of  the  CoUectivist  -i  t     •  ,         t     •         ,,i        mi  11       ,•'    1    o 

Farm.  and  better  living.  ^     The   collectivist  farm 

(a)  Better  Business.  satisfies  all  three.  We  have  already  seen 
how  its  discipline  may  affect  character.  It  ;s  clear,  too,  that 
large  bodies  of  men  cannot  be  taught  to  work  together  for  what  is 
essentially  a  good  purpose  without  learning  much  that  is  valuable. 
The  co-operative  farm  has  undoubtedly  had  a  steadying  effect 
upon  the  labourer,  and  where  once  there  was  agitation  and  discord 
there  is  now  comparative  peace  and  contentment.  The  labourer 
has   in  fact  learnt  some  of  the  difficulties  <^f  the  capitalist. 

As  to  ^  better  farming  '  all  observers   acknowledge   improve- 
,^.    J,  ,^    „     .  ment,  and  Catholic  and  Socialist  alike  asfree 

(h)     Better  Farming.  i  i      ,    / 1  •      •  i      t    •       .  i  1  -i       j  •     •    i 

that  this  IS  more  marked  m  the  collectivist 
than  in  the  individualistic  farm.^  At  first  sight  the  collectivist 
farm  is  simply  the  factory  system  applied  to  the  land.  Every- 
thing is  done  on  the  largest  possible  scale  with  the  fullest  appli- 
cation of  machinery  and  science.  But,  though  methods  are  in- 
dustrial, aims  are  the  reverse.  The  factory's  sole  object  is 
maximum  profif,^  the  farm's  maximum  yield  in  cash  or  in 
kind.  The  factory  cares  nothing  for  maximum  yield  unless  it 
coincides  with  maximum  profit.  The  farm,  provided  there  is  no 
positive  loss,  cares  little  for  maximum  profit  if  it  means  reducing 
the  yield.  Springing  from  the  distress  caused  by  unemployment 
its  object  has  always  been  to  provide  as  much  work  as  possible 
for  its  members.  Accordingly  it  seeks  not  gain  but  subsist- 
ence, not  the  maximum  yield  per  man,  which  has  been  des» 
cribed  as  the  apotheosis  of  the  factory  theory,*  but  the  maxi- 
mum yield  per  acre.  Subsistence  too,  not  gain,  is  the  primary 
object  of  the  small  peasant  proprietor.      Thus,   despite  methods 

*  Sir  Uoraoe  Plaakett,  Rural  Lift  Probhmt  of  the  United  Staiea,  a  moat  auggeatire  book. 

*  For  instance,  see  Benaasi,  page  48. 

*  «.«.,  net  profit. 

*  Better  Butinete,  November  1920,  pagi  86. 
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that  are  diametrically  opposed,  peasant  proprietor  and  collectivist 
farm  are  united  in  aim.  The  only  difference  is,  the  peasant  pro- 
prietor has  a  small  family  to  feed,  the  collectivist  farm  a  large. 
Desiring  the  largest  possible  yield,  the  latter  has  been  obliged  to 
develop  its  lands  to  the  utmost.  A  good  instance  of  this  is  an 
estate  bought  by  the  ¥nion  at  Eavenna  for  £6  an  acre  and  now, 
after  reclamation  and  improvement,  valued  at  £80.  Many  are  the 
acres  that  have  been  reclaimed  by  co-operative  farms  ;  but  even 
where  cultivated  land  is  taken  it  is  probable  that  production  is 
increased,  as  up-to-date  machinery  is  introduced  and  expert  guid- 
ance is  available,  if  not  on  the  farm  itself,  anyhow  at  Ravenna 
where  the  local  Union  maintains  two  graduates  in  Agriculture  to 
advise  its  affiliated  societies.^ 

If   evidence   of   '  better   living  '   is  desired   the   villages  of 
Piangipane  and  Mezzano  should  be   visited, 
mng.  j^   ^^^j^  theatres    are  being   built,   mainly 

out  of   undistributed   profit.     One,    when  I  saw   it,   was   almost 
complete  and  had  cost  £6,000.^     A  local  artist  had  been  employ- 
ed to  decorate  its  walls  with  frescoes,  in  which  the   '  bracciante  ' 
could  be  seen  as  nature  made  him,  playing   classical  instruments 
in  not  very  classical   attitudes.     Yet   these   two  villages   are   no 
bigger  than   the  larger   villages   of   Rohtak   and   Hissar.     One 
has  6,000  inhabitants,  the  other   only   4,000.     Vast  profits  have 
been   made    during   and   since   the    war.     In   1919    Piangipane 
-xiade   nearly  £Jj,000  out  of  1,58J5  acres.     The   farms  have  pro- 
fiteered  like   anyone  else   who  had  the  chance,   but   they  have 
applied   their   profits   more   wisely    than    most.     Common  good 
funds  have  been  formed  in   one  case   amounting  to  £3,000.     in 
one  society  schooling   is  given  to  members'  children  during   the 
summer.    In  others  milk  was  supplied  during  a  period  of  scarcity. 
Some  give  medical  assistance,  others  insure  their  members  aga- 
inst old  age.     These   are   the   fruits   of  not   distributing   profit. 
At   Piangipane,  ■  where  so   much    was  earned,   members   lolidly 
demaiided  distribution  but,  as  my  informant  said,    fine   speeches 
were   made   and   people  went   away   content.     The  question   is 
how  long    will    they  remain    content.      As    soL'ieties  increase   in 
substance,  the  old  Adam  of  individualism  may  spring   up  lustier 
than  ever,  and  it  is   significant  that   already   here   and  there   are 
signs  of  a  rift  between  Trade  Unionism   and  Go  operation,  which 
is  suspected   of  being    ultimately   based   upon  private  property. 
Meanwhile  the   Collectivist   Farm     is   probably   the  high  water 
mark  of  agricultural  Co-operation  in  Europe, 

»Bach  society  contribates  to  the  Union  1/6  per  c«nt.  of  its  rent  subject  to  a  miDtmam  of  2/6. 
*  J  Minion  lire. 
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CHAPTER  XII.— The  Labour  Society. 

177.  K  the  collectivist  farm  has  a  rival  in  achievement,  it  is 
j^  ^.^^  the  Labour  Society  of  Italy.     In  its  simplest 

form  its  object  is  to  eliminate  the  contractor 
and  undertake  contracts  in  his  place,  whether  for  making  a  road, 
building  a  hospital,  or  constructing  a  rail vv^ay.     In   its   more  de- 
Teloped  form  it  aspires   to   operate   factories   and   mines.     "We 
are  not  going  to  allow  any  profit  to  be  made  in   this    industry  " 
say  the  miners  of  Great  Britain.     "We  will   absorb   all   the  pro- 
fits and  we  will  increase  our  wages  to  the  point   where   the   least 
fraction  of  profit  is  absorbed.  "^     Broadly  that,  too,  is  the   ulti- 
mate object  of  the   Labour   Society,   but   whereas   the   miners 
propose  to  attain  it  by  slowly  sucking  tho  owner   dry,  the  Italian 
labourer  is  trying  to  achieve  it  by  the  co-operative  society  which 
takes  the  place  of  owner  or  contractor,  as  the  case  may  be.     Four 
lignite  mines  and  three  or  four  iron  and   steel   foundries,   started 
during  the  war,  have  recently  been  taken  over  from  Government. 
Co-operative  glass  furnaces  and  printing  presses  are  already  work- 
ing sucpessfully,  and  a  variety   of  other  enterprises   have   been 
undertaken.     Of  these  the  most  ambitious   are  societies   of  metal 
workers  formed  to   repair  and   even  to  build  ships.     Genoa   is 
the   centre   of  this  scheme.^     If  these  enterprises  succeed,  Italy 
will   have  given  a   lead   which  the  rest  of  the    world  will   do 
well  to  follow.     Intensely  interesting   and  deserving   of   study 
as  all  these   experiments   are,  I   confined  myself  to   the  labour 
as   opposed   to  the   industrial  side  of  the  movement,  for  the  one 
is  the  foundation  of  the  other,  and  at  present  the  simpler  forms 
have  more  to  teach  India  than  the  more  developed. 

178.  Though  the  movement  is   40   years   old,   it  is  only  20 
Deveio  men  ycars  siucc  It  began  to  take  root.     At  the 

eveopmea  .  ^^^  ^^  192 0  there  were  about  2,500  societies, 

of  which  nearly  f  belonged  to  the  Socialist  organization.  Since 
the  war  growth  has  been  extemely  rapid,  and  the  root  cause  of 
this  is  said  to  bo  the  desire  for  independence,  which  is  a  profound 
and  widespread  effect  of  the  war.  Another  and  more  obvious 
cause  is  the  lavish  assistance  given  by  Government  through  the 
National  Institute  of  Credit.  Government  has  been  quick  to 
realize  that  there  is  no  better  sedative  for  industrial  ferment 
than  the  Labour  Society.     Seventy-five  per  cent,  of  the  members 

*  Mr.  HodgeB  before  the  Royal  Commission  on  April  25tbj  1919. 

»  Negotiations  are  now  on  foot  for  the  transfer   of  the  arsensls  at  Naples  and  Venice  (no 
longer  required)  to  tie  Co-operative  Union  of  Metal  Workers  which  proposes  to  covert  them  into 
f^etoriet    for  making    agricnltoral   raachinery — La  Cooperazione  Italiana,  8rd  June   1921.     It 
wonld  be  a  happy  omen  If  through  Co'operation  the  sword  is  finally  beaten  into  a  ploughshare. 
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of  the  latter  are  urban,  and  for  the  most  part  only  labourers  and 
wage-earners  are  admitted.  But  as  societies  grow  and  their  func- 
tions become  more  complex,  Labour  finds  itself  less  and  less  able 
to  dispense  with  the  education  and  capacity  of  the  intelligenzia,  and 
there  is  consequently  a  tendency  to  widen  the  conditions  of  mem- 
bership, and  for  '  manual '  labour  to  seek  alliance  with  '  intellec- 
tual, '  for  the  hand  in  fact  to  call  in  the  assistance  of  the  brain. 
179.  Difficulties  have  turned  principally  upon  funds, 
Difficnities.  management  and  discipline.     On  these  three 

(o)  Finance.  poiuts  there  is  not  much  to  add  to  what   has 

already  been  said  in  connexion  with  collectivist  farms,    which   in 
broad   outline   the    Labour   society    resembles.      The     National 
Institute  is  now  as  essential  a  factor  in  the   progress  of   the   one 
as  it  is  in  that  of  the  other.     In  the  six  years   ending  with    1919 
it  financed  works  to  the  value  of  366  million  lire.     With  few  ex- 
ceptions only  contracts  with  public  bodies  are  financed,  as  the  sole 
security  for  loans  is  the  payment  order  for  work  done.  By  agreement 
with  the  society  these  payuient  orders  are  made  out  in  favour  of  the 
Institute  instead  of  the  society.     The  Institute  can  then  cash  them 
and  repay  itself  from  the  proceeds,    in  atfticipation  of  the  issue  of  a 
payment  order  it  will  advance  up  to  roths  of  the  amount  certified 
as  due  to   the  society.     The  first   loan  of  all,  however,  has  to  be 
made  on  no   better  security   than  the   moral   guarantee   of   the 
member:?.      But   no   advance  will   be    made   until   project  and 
estimates  have  been  carefully  checked  by  a  member  of  the  bank's 
engineering  staff,  who  satisfies  himself  that   the   work  is  sound 
and  likely  to  be  properly  executed.     Further,  so  far   as  an  initial 
loan  is  required   for  supplies,    viz.,   implements,   machinery   and 
the   like,  the  money  is  not  handed   over  to   the   society   but  is 
retained  by  the  bank  which  pays   the  bills  direct.     As  ye';   there 
has   been   no  loss,   and   as   nearly  all    work   is     executed     for 
Government  or  local  bodies,  the  payment   order   system   is   both 
simple   and  effective.     By  many,  if  not   by   most,    State   aid   in 
one  form   or   another   is   considered   essential.      But   it   should 
generally   be   possible  for  a  new  society   to   start    with  small 
contracts  which   can   be   financed   by   local   effort.      The  two 
societies  shortly  to  be  described  are  instances  of  this,  and  it    may 
be  confidently  stated  that,  if  work  is  well  done  from   the   start,  a 
society  will  prosper.    • 

Management  has  been   a  source  of   greater  difficulty  than 
,,,  „  ,  finance,  especially  in  the  South.     Too   often 

(6)  Management.  j.i,  ^  £  it.  i 

the  wrong  type  or  manager  has  been  engaged 
and  then  insufficiently  controlled.  As  everywhere  else,  the 
war  has  temporarily  slackened  *  morale'  and  dishonesty  has 
increased.  Not  infrequently  societies  have  fallen  into  the  hands 
of  contractors  who,  having  lost  their  work  through  these  societies, 

N 
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have  obtained  employment  as  their  managers,  a  position  the\r 
then  proceeded  to  abuse.  The  only  remedy  for  this  iV 
careful  selection  at  the  outset  combined  with  regular  control. 
The  Oatholins  claim  to  have  a  monthly  audit  but  few  Socialist 
societies  have  hitherto  had  any  audit  at  all.  The  collect! vist 
farms  are  in  the  same  case,  but  in  Ravenna  at  least,  general 
meetings  are  frequent  and  members  are  said  to  scent  out  an 
irregularity  at  once.  In  a  Labour  society  the  regular  hours 
of  work  make  it  difficult  to  get  members  together  more  than 
once  or  at  most  twice  a  year.  It  is  all  the  more  surprising 
therefore  that  so  many  societies  succeed.  As  often  as  not,. 
it  is  due  to  a  manager  who  is  himself  a  labourer,  and  it  speaks 
much  for  the  capacity  latent  in  '  the  masses '  that  so  many 
societies  have  found  their  managers  amongst  their  members. 

In  regard  to  discipline,  the  tie   with   Trade  Unionism  is,    if 
Disci  line  possiblc,    closer   than   in   the     co-operative 

wcipine.  farm.     In  both,  wages  and  hours   of   labour 

are  fixed  by  the  Labour  Exchange,^  which  is  a  joint  organization 
of  all  the  local  Trade  Unions,  each  of  which  is  represented  on  the 
committee.  Once  a  year,  after  consultation  with  the  employers  ' 
associations,  a  schedule  of  wages  is  drawn  up  for  each  class  of 
labour.  The  disadvantage  of  this  system  is  that  it  demands  a  high 
standard  of  discipline  to  keep  men  up  to  the  level  of  their  wage, 
and  discipline  is  more  difficult  to  enforce  in  a  co-operative  society 
than  under  an  ordinary  employer.  On  joining  a  society  a 
man  is  apt  to  look  upon  himself  as  a  'padrone' — 
as  master  instead  of  servant  and,  as  some  one  said, 
he  is  no  longer  kept  in  his  place  by  the  stick.  Accordingly, 
though  technically  a  Labour  society  is  as  efficient  as  any  other 
form  of  organization,  its  output  of  work  is  probably  less.  This, 
however,  is  a  small  price  for  the  community  to  pay  for  the 
greater  freedom  and  contentment  of  the  wage  earner  ;  and  in 
the  long  run,  by  improving  conditions  of  work  and  by  reducing 
strikes.  Co-operation  may  even  increase  production.  Meanwhile 
it  would  perhaps  be  an  improvement,  if  societies  adopted  the 
rule  in  force  in  a  co-operative  glass  works  visited  near  Venice, 
and  obliged  applicants  for  membership  to  serve  a  probationary 
period,  much  as  apprentices  did  in  the  mediaeval  guild. 

180.     Labour  societies  must  not   be  confused    ivith  either 

the  mediaeval  or  the  modern  guild.     Of  the 

The  Modein    and    tie    ^^q  ^hc  latter  is  morc  akin,  but   there   is   a 

Med isbvbI  Gnild  compared.  ••!•».«.  ,  j.     i.i  i 

Wide  difference,  as  at  present  the  newly - 
formed  English  Building  Guilds  supply  nothing  but  their  labour. 
Implements,  materials  and  even  money   for   wages  have  so  far 

*  Camera  del  Lavoro. 
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been  provided  by  Government.  ^  If,  however,  they  succeed  they 
will  probably  develop  into  co-operative  Labour  societies,  as  their 
aims  are  fundamentally  the  same.^  On  the  other  hand  the- 
mediseval  guild  bears  only  the  most  distant  resemblance,  as  it 
undertook  neither  trade  nor  craft,  but  merely  prescribed  rules  ta 
secure  a  monopoly  of  work  for  its  members  and  a  proper  level 
of  efficiency  for  the  community.^  The  Labour  society  also  aims 
at  monopoly,  and  this  is  its  greatest  danger,  for  few  can  work 
their  best  without  the  stimulus  of  competition. 

181.     The  rest  of  this  chapter  will  deal  with  the  district   of 
„    „  .  „  Eavenna  which  has  already  been  described.* 

The  Movement  m  Kavenna.        mi         t     i  •    ^        j-i.  •  ^  t 

The  Labour  society  there  is  as  strongly 
developed  as  the  co-operative  farm.  In  the  town  alone  there 
are  a  dozen  or  more  societies  and  the  contractor  has  now  been 
entirely  eliminated.  The  last  survivor  was  bought  out  a  year 
ago.  In  the  whole  district  there  are  75  societies,  all  with 
limited  liability.^  Membership  varies  from  9  to  over  3,000,. 
but  not  more  than  a  score  have  over  100,  while  more  than  half 
have  less  than  50  members.  A  society  indeed  may  be  as  large 
or  as  small  as  is  desired.  '  Braccianti '  or  navvy  societies  pre- 
ponderate, and  90  per  cent,  of  this  class  of  labour  are  now  co- 
operators.     Other  categories  are  : — 

Cement  workers  and  masons. 
Joiners  and  carpenters. 
Varnishers  and  whitewashers. 
Stone  and  marble  masons. 
Glass  workers. 

Forage  packers. 

Every  society  is  affiliated  to  the  Socialist  or  to  the  Ee- 
publican  Union  at  Eavenna.  The  former  is  not  only  responsible 
for  organization,  guidance  and  control,  but  also  undertakes  con- 
tracts like  acy  other  Labour  society.  In  1919,  for  instance,  it 
executed  work  to  the  value  of  £60,000.®  Its  activities  have 
extended  as  far  afield  as  Sicily  and  Calabria,  where  it  helped  to 
rebuiiihthe  towns  shattered  by  the  earthquake  which  destroyed 
Messina.  The  Union  was  brought  in  to  '  down  '  the  extortionate 
Southern  contractors,  as  there  was  no  local   society  to  do  this. 

^  In  future  the  Co-operative  Wholesale  and  Insurance  Societies  will  probably  make  Govern- 
ment assistance  much  l^s  Lecessary. 

*  So  far  only  a  dozen  contracts  have  been  made,  but  the  morement  is  already  spreading  to 
the  packing-case  and  furniture  industries — The  JEconomiat,  2nd  July  1921.  See  also  an  article 
in  The  Fenturer  for  October  1920. 

»  Staley,  Gmildt  of  Florence. 

*  Paragraph  170. 

"  Kot  all  are  pure  production  societies.  Some,  perhaps  25  percent,  merely  allot  work  like 
the  Tailors  society  described  in  paragraph  113  (<?). 

*  Five  million  lire. 


Metal  workers. 

Porters. 

Dockers. 

Sailors. 

Carters. 
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Difficulties  at  first  were  almost  insuperable.  The  local  navvy  was 
neither  intelligent  ,nor  honest.  The  contractors,  too,  declared 
war.  They  put  it  about  that  men  from  Ravenna  had  come  to 
take  the  bread  out  of  Sicilian  mouths  and  were  goinsr  to  be 
paid  a  higher  wage  as  well.  Thanks,  however,  to  the  help  of  the 
local  Socialists  a  society  was  eventually  formed  under  a  reliable 
manager  from  the  North.  Happily  a  substantial  profit  was  made 
and  at  the  end  of  the  year,  to  create  a  good  impression,  it  was 
decided  to  distribute  half  of  it  as  dividend.  At  first  the  Sicilian 
could  not  understand  what  was  meant.  Surely  the  society  would 
keep  the  profit  as  had  always  been  done  before.  After  much  explan- 
ation he  understood,  and  with  that  the  contractors  were  bea,ten. 

182.     The  largest  Labour  society  in  Ravenna  and  the   oldest 
,  -  ,,       ,  o  •  .t  ill   Italy    is    the    '  General    Association   of 

A  Labourers' Society.  ,.,  .       ,.  i    t     i  ^        r,     ^ 

i3raccianti,'  or  manual  Labourers/  It  has 
the  further  distinction  of  liaving  been  the  first  society  in  the 
country  to  undertake  co-operative  farming.  Founded  40  years 
ago  with  300  journeyman  labourers  of  the  type  described  in  the 
last  chapter,  it  now  has  3,700  members,  all  inhabitants  of  Ravenna 
and  its  neighbourhood,  and  except  for  its  size  it.  is  typical  of  the 
many  '  Braccianti  *  societies  in  the  districts  Its  object  was  to 
eliminate  the  contractor  by  taking  contracts  itself — no  easy 
matter,  as  in  those  days  all  public  contracts  were  auctioned.^ 
The  society  found  itself  repeatedly  outbidden  by  the  contractor 
speculator,  who  would  then  tempt  the  best  labourers  away  by 
high  wages.  A  long  struggle  followed  and  it  is  such  strugs^les  that 
test  a  society's  mettle.  Por  some  time  work  was  confined  to  roads, 
embankments  and  terraces  ;  but  eventually  building  contracts 
were  obtained,  and  work  that  could  not  be  done  by  a  navvy  was 
given  out  to  societies  of  carpenters,  joiners  and  masons.  In 
1919,  2'1  works  were  under  construction,  including  an  overhead 
railway  bridge  for  the  station  at  Ravenna,  and  the  total  value 
of  the  work  executed  during  the  year  was  £  15,000. 

In  1886,  to  provide  more  work   for   its   members,   co-opera- 
tive  farming   was   started   and   now   2,250 
(a)  Cc-operative    Farm-     Qjcves  are   Cultivated.     Of   this,  1,500   acres 
'°^"  are     actually     owned    and    as     much     as 

j^lOO,OOC^  was  paid  for  the  largest  property  acquired,  an  estate 
of  1,000  acres.  The  first  year  pure  collectivism  was  tried,  but 
proving  a  failure  individual  holdings  were  allowed.  This  led 
to  exploitation   of  the   land,   and  finally  the   modified  form  of 

^      'Except  in  so  far  as  he  does  field  labour  tlie  'braccianto  '  is  simply  a  navvy. 
*Now  priTftte  treaty  U  allowed  as  with  leases  to  co-operative  farms. 

*  Two  and  a  half  million  lire,  converted  at  par,  as  in  1918,  when    the  land    was  bought,   ex* 
chan^  bad  not  been  much  affected. 
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collectivism  described  in  the  last  chapter*  was  applied  with  good 
result. 

Unquestionably  the   society's   greatest   achievement   is  the 
reclamation  work   done  in   the    Campagna 
(J)  Reclamation  of  the     rouud  Eome  and  at  the  mouth  of  the   Tiber. 
Campagna. .  Started  iu  1882   it   was  not   completed  till 

1905  when  a  larsje  tract  of  land  was  finally  drained  and  coloniz- 
ed. No  work  could  have  taxed  endurance  more.  The  Cam- 
pagna was  then  a  death  trap  and  its  swamps  a  by-word.  Pever 
ragedj  and  first  and  last  400  died.  But  the  work  was  done  and, 
thanks  to  the  Braccianti  of  Ravenna  and  to  others,  Rome, 
once  the  unhealthiest  capital  in  Europe,  became  one  of  the 
healthiest. 

With  two  exceptions,  management  and  control  are   entirely 
in  the   hands  of   the   labourers  themselves. 
(c)  iianagemert    and     Quc  cxceptioD  is   the   graduate  in   agricul- 
ture who    looks  after   the   faro  s,    and   the 
other  is  the  general  secretary  who  was  one   of   the   founders  of 
the  society.     The  sou  of  a  miller   and    now   member   of   parlia- 
ment, he  was  the  first  to  see  the  possibilities  of    Co-operation   in 
Ravenna    and   no   one   has   done    more  for   its    development.^ 
Every  village  rcund   Eavenna    is   represented  on   the   society's 
committee,  which  works  without  payment.     Paid  officials  attend 
its  meetings  but  may  not  vote.     Capital  was  raised  at   the   start 
by  8  shilling  shares  and  *  a  loan  of  Grace, '  to    which    sympathi- 
zers contributed  10  lire  each.     For  ten  or  twelve  years  no  profit 
was  distributed  and  now  there  is  a  common  good  fund  of  nearly 
£2,000  from  which  100  members  who   are    too  old   to   work  are 
given  25  lire  a  month.     A  point  to  notice  is  that  the  society  was 
started  before  there  was  anv  Trade    Union   in  Ravenna,    which 
shows  that,  where  need  is    great   and   feeling    good,    the   Trade 
Union  is  not  indispensable.     Expulsion    has    been   rare   but  has 
occasionally  been  applied  to  punish  malingering  a-id  immorality. 
On  one  occasion  a  member  who  had  stolen   firewood  saved   him- 
self from   expulsion  by  returniag   it.     He   was    suspended   for 
six  months  instead.     For  India,   the   most   encouraging    feature 
of  this  remarkable  society  is   that   at   first  80    per   cent,  'of  its 
members  could  neither  read  nor  write.     A   member   who  joined 
in  1887  said  it  was  impossible  to  conceive  the  difference  between 
now   and    then.     Illiterate     '  13raccianti '   would   come   hat   in 
hand  to  the  society's  tiny   office  and  ask  for  orders,  and  were  sur- 
prised beyond  measure  to  find  things  discussed  with  them  instead. 
The  educational  effect  of  this,  he  said,  had  been  profound. 

*  Paragraph  171. 

"His  name  is  the  Hon'ble  S.  Baldini. 

n2 
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183.    The  special  interest  of  the  '  Braccianti '  society  is 
-» .     . .    .  ,,  ^     that    it    shows    how   Co-operation   can  be 

A  society  of  Masons   and  ^^    n   •  i  nit'  i.i. 

Cement-workers.  applied  to  a  class  01  laoour  which  IS  common 

achfelemen?^'**''^       *°^     throughout   India.      Of   its   application   to 

more  skilled  labour  it  would  be  difficult 
to  find  a  better  example  than  the  Socialist  society  of  Masons 
and  Cement- workers  at  Ravenna,  There  are  about  a  ^  score  of 
these  societies  to  be  found  in  the  district.  This  one  started 
nearly  20  years  ago  with  only  32  members.  Now  it  has  402 
in  spite  of  a  split  which  took  place  in  1912,  when  the  Re- 
publicans left  in  a  body  to  found  a  rival  society,  wliich  charac- 
teristically occupies  premises  in  the  same  street.  Only  masons 
and  cement-workers  living  in  or  near  Ravenna  are  admitted. 
No  outside  work  may  be  taken,  so  that  the  society  is  a  member's 
sole  means  of  livelihood.  It  is  in  fact  a  pure  Production  society 
like  the  German  cabinet-makers  society  described  in  Chapter  9, 
differing  from  it,  however,  in  size  as  mountain  from  mole-bill, 
and  also  far  more  truly  co-operative.  ^  Though  the  society  has 
gained  position  and  comparative  wealth,  membership  can  be 
acquired  for  a  few  shillings  which  can  be  paid  at  the  rate  of 
6d.  a  month.  ^  Share  payments  provided  nearly  all  the  money 
that  was  required  at  first,  as  dealers  supplied  whatever  was 
needed  on  credit,  and  as  soon  as  work  started  payment  orders 
could  be  pledged.  A-s  is  so  often  the  case  in  Cooperation  small 
beginnings  have  produced  great  results.  A  chemical  manure 
factory  is  now  being  bu^lt  for  the  district  co-operative  Supply 
society  at  a  cost  of  £70,000,  and  a  palatial  municipal  market  for 
£60,000.  In  1919  work  to  the  value  of  £xO,000  was  done,  and 
last  winter  the  weekly  wage  bill  was  £300.  The  society  is  run 
almost  entirely  by  the  members  themselves.  Power  rests  chiefly 
with  the  two  general  managers,  one  a  mason  and  the  other  a 
cement- worker,  but  the  committee  is  also  important  and  meets  two 
or  three  times  a  month.  Absentees  have  to  give  their  reasons  in 
writing,  and  those  who  are  ten  minutes  late  are  sconced  a  flask  of 
wine.  Each  member  takes  it  in  turn  to  supervise  the  work  of  the 
society  for  a  week..    For  this  only  bare  expenses  are  paid. 

The  chief  object  in    forming  the   society   was   to   oust   the 
/,»  r,   ^...      *T  .         contractor,  who  not  only  pocketed  the  profit 

(b)  Conditions  of  Laboar.      ,  i  j  xi  i  i      i      i*    j  j     i    A    ii 

but  employed  the  able-bodied  and  left  the 
weak  to  fend  for  themselves.  This  he  was  able  to  do  as 
unemployment  was  rife  As  we  have  seen,  it  is  the  property 
of  Co-operation  to  protect  the  weak  against  the  strong,  and 
when  applied  to  production  it  seeks  to  give  every  one  a  fair 
share  ot'  all  available  work.  ^     This  is    still   important   as   even 

^  Paragraphs  114  and  116. 

*  Members  in  arrears  wit!)  any  paymsn*-.  are  not  allotrei  t  >    vote  at  i\  gjna.'a)    ma^ting^.     A 
good  mle  where  it  can  be  enforced. 

*  Paragraph  118  (d). 
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cow  work  is  often  short.     When  this  happens  members   take    it 
in  turn  to  work.     In  summer  a  man  is  entitled    to   be   employed 
for  two  months  at  a  stretch,  but  in  the  three  winter  months   this 
is  reduced,  if  necessary,  to  a    fortnight.     In   these   mouths,  too, 
only  seven  hours  a  day  are  worked  instead  of  eight.     A   member 
told  me  that  he  used  to  have  to    work   ten  hours   a  day  at   2J 
centisimi   or   less   than  a  farthing   an   hour.     Now   he   gets   a 
minimum  of  3*28  lire  which,  measured    in    money,  is   15  times 
as  much.     A  comparison  of  the  society's  rates  for  1915  and  1921 
shows   that  wages   have   increased   eightfold.^       As   prices   are 
only  four  or  five  times  as  high  as  they    were,   the   workman   in 
this  society  is  much  better  off  than  he  was  before  the    war.     Eor 
men  there  are  a  dozen  different   grades   of   pay,   and   two   more 
for  those  who  are  not  up    to   the   mark.     Classification    is   done 
once  a  year  by   the   committee   assisted  by   specially   selected 
members.     Members    are    divided '  into   squads,    each   under  a 
foreman  who  is   responsible  for   all   implements   and   materials 
used,  for  the  correctness  of  the   pay  sheet  and   for   general  dis- 
cipline.    Time,  not   piece   work,   is  the   rule,   as  the   latter   is 
considered  to  savour  of  '  sfruitamento  \^    Differentiation  between 
good    and    bad    wcrk    is    therefore    difficult.       No    one    may 
work    overtime    or    on  Sundays,    a    rule,    however,    which   is 
applied    with   indulgence.      No     holidays    are    given    on    full 
pay,  'nor,    for   fear  of  shirkinsr,  are   wages  paid  during  illness, 
but   men  who   are   partially     incapacitated     are     given     light 
work.     Members,   too,   are   insured,   and  there   is  a  provident 
fund  for  the  aged  and  the  infirm.     For  instance,  a  member  who 
is    blind    is    now    getting    15    lire    a   month.     To   encourage 
corporate  feeling,  when  a  member  dies,  the  faneral     is  attended 
by  the  society  in  state  with  its  banner,  a   red,  flag   embroidered 
with.the  symbols  of  the  craft. 

Discipline  is  maintained  in  the   usual  way.     If  a  man   re- 
.  p.  .  fuses  to  do  a  bit  of  work,  or  gets  drunk   and 

iscip  ine.  disorderly,  or  if  there  is  a  fracas  with  sticks 

or  a  customer  is  abused,  the  offender  will  be  fined  or  have  his 
waives  reduced,  or  he  may  be  temporarily  suspended.^  Only  in 
extreme  cases  will  he  be  expelled.  But  on  the  whole  the  need 
for  work  keeps  a  man  soberly  to  his  tools,  especially  as  behind 
the   society  is  the  autocratic  figure   of   the   Trade   Union.     All 

1915.  1921. 
*  Ist  category                      ...                 ...                 ...     0*53  lire         3"97  lire 

2Dd       „  ...  ...  ...     0  48  „  8-72  „ 

3rd       ,.  ...  ...  ...     0-86  „  3-4i  „ 

Each  category  contains  4  grades :  the  figures  given  are  averages.     For  Gar  Jiany   cf.   para* 
.^raph  113  [c). 

*  A  word    generally  used  by  the   Socialist  in  spuking   of   oae  mat   or  class   exploiting 
another. 

''Chatter  (schiamazzo)  and  excesnire  drinking  and  smoking  are  forbidden  by  rnle. 
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members  must  belong  to  the  union,  and  so  identical  are  the 
two  in  interest  that  expulsion  from  the  latter  automatically 
involves  expulsion  from  the   society.^ 

184.  A  iter  eliminating  the  contractor  it   is   an   important 
The    Tie    with    Trade    objcct  of  the  Labour    socioty    to    obtain    a 

Unioaism-  mouopoly  of  the  labour   of  its  craft   or  in- 

dustry, in  order,  firstly,  to  prevent  competition  between  its 
members  and,  secondly,  to  secure* a  fair  distribution  of  work  be- 
tween weak  and  strong.  Materially  the  more  efficient  workmen 
have  more  to  lose  than  to  gain  by  joining  a  society,  and  unless 
they  are  men  of  generous  instinct  they  will  prefer  to  fend  far 
themselves  outside.  It  is  then  that  many  societies  are  tempted 
to  apply  illegitimate  pressure  to  bring  them  in.  In  one  society 
I  visited  it  was  admitted  that  the  boycott  had  been  used  for 
the  purpose,  and  that  the  Tratle  Union  liad  helped  the  society 
by  refusing  work  to  those  who  would  not  ^  join  it,  La?t  year 
four  or  five  men  had  been  forced  in  this  way  to  come  in.  So- 
cieties that  do  this  are  little  more  than  the  shadows  of  their 
Trade  Union,  and  it  is  a  serious  defect  of  the  Labour  society 
that,  being  so  closely  alli.^d  to  Trade  Unionism,  it  is  apt  to  care 
more  for  monopoly  than  for  effifciency,  and  for  wages  than  for 
work.  Viewed  in  this  light  the  possibility  of  a  rift  between 
fade  Urionism  and  Co-operation,  to  which  reference  has 
already  been  made,^  is  not  necessarily  a  matter  for  regret. 

185.  If  the  tie    with   Trade   Unionism    has   been   stressed" 

both  in  this  chapter  and  the   last, ^  it   is  be- 
Appicaioo  0  n  la.  causc   it   is    at   once  the  strength  and   the 

weakness  of  the  Production  society  in  Italy  ;  and  if  it  is  sought 
to  introduce  the  latter  into  India,  some  substitute  will  have  to 
be  found  to  take  its  place.*  At  present  it  would  seem  very  doubtful 
whether  this  form  of  society  could  be  applied  to  any  class  of  Indian 
labour.  At  the  same  time  the  contractor  makes  as  large  a  profit 
in  India  as  in  Italy.  Moreover,  now  that  there  is  so  much  talk 
of  the  industrial  development  of  India,  it  is  of  the  highest  import- 
ance that  the  desolating  evils  of  the  industrial  system  in  Europe 
should  be  avoided.  If  things  take  their  natural  course,  they  are 
likely  to  be  repeated  with  all  the  aggravation  that  a  hot  climate 
and  a  low  standard  of  education  are  capable  of  producing.  The 
most  earnest  attention  should,  therefore,  be  devoted  to  any  move- 
ment like  Go-operation  which  sees  in  the  welfare  of  the  worker 
more  true  wealth  than  any  increase  however  great  in  the  mater- 
ial wealth  of  the  country. 

^  Shares  are  aot  retnraed  in  the  event  of  expuUioii,  oor  eren  on  withdrawal  unless  due    t3 
change  of  Tesidcucc  or  profession. 
*  Paragrraph  176  (c). 
»  Paragraph  174  {b). 
*A  Labour  locitftj  has  recently  (1921)  been  started  in  Broach  (Bombay  Presidency). 
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Conclusion — The  Co-operative  Spirit. 

186.  In  this  concluding  paragraph  I  desire  to  strike  a  single 
note.  Co -operation,  of  which  so  much  has  been  said,  is  some- 
thing more  than  a  system.  It  is  a  spirit,  an  attitude  of  heart 
and  mindj  never  more  needed  than  it  is  to-day.  '  The  conquests 
of  the  secrets  of  nature  '  says  a  recent  writer  speaking  of  the 
present  condition  of  the  world,  ^  '  is  child^s  play  in  comparison 
with  the  overcoming  of  the  difficulties  of  human  co-operation.* 
Yet,  as  in  the  hour  of  need  men  turn  instinctively  to  religion, 
so  now  in  the  hour  of  economic  need  men  are  turning  more 
and  more  to  Co-operation,  for  Co-operation  is  religion  applied 
to  business.  It  is  not  that  business  is  immoral,  but  that 
the  Capitalist  or  profit-seeking  system  which  prevails  is 
dominated  by  the  fundamental  law  of  its  being,  that  the  maxi- 
mum profit  and  nothing  but  the  maximum  profit  must  be  earned,. 
No  system  has  ever  been  more  efficicLt  for  production  or  more 
unequal  for  distribution.  By  its  very  nature  it  is  unable  to 
protect  the  weak  against  the  strocg,  the  many  against  the 
few  or  the  communitv  asrainst  the  inevitable  strife  of  Labour 
and  Capital.  On  the  other  band  it  is  of  the  very  essence  of 
Co-operation  to  strengthen  the  weak,  protect  the  community 
ar  d  give  fair  play  to  all.  Great  the  task,  but  fair  the  prize.  • 
To  gain  it  one  thing  is  i-'ndispansable.  Societies  innumerable 
may  be  founded,  vast  enterprizes  may  be  undertaken,  but  if  the 
co-operative  spirit  is  lacking,  ultimately  all  will  be  '  as  sounding 
brass  or  a  tinkling  cymbal.' 

Again  and  again  in  this  report^  we  have  seen  that  effort  has 
failed,  or  success  has  vanishedj  or  an  operation  has  not  been 
attempted,  for  lack  of  the  loyalty,  good  fellowship  and  corpo- 
rate feeling  so  well  expressed  in  the  old  plirase  *  each  for  all  and 
all  for  each',  which  is  the  very  embodiment  of  the  co-operative 
spirit.  How  then  can  this  spirit  be  sained  ?  '  The  wind  bloweth 
where  it  listeth,'  yet  even  the  wind,  as  sail  and  windmill  show, 
cpn  be  made  to  serve  human  need.  Both  in  Germany  and  in 
Italy  the  greatest  stress  is  laid  upon  teaching  and  training.  In 
Germany,  as  we  have  seen  no  one  is  allowed  to  work  amongst  co- 
operative societies,  until  he  has  mastered  both  the  principles  and 
the  practice  of  Co-operation  ,^  and  in  both  countries,  more  and 
more  effort  is  being  made  to  ground  the  leading  members  and 
officials  of  the  societies  themselves,  not  only  in  their  duties  but 
also  in  the  aims  and  objects  of  the  movement.  In  India  with 
her  4.7,000  societies  and  her  host  of  illiterate  co-operators  the 
task  is  infinitely  greater.     But   India   has  two  advantages.     In 

^  In  the  Manchetter  Guardian. 

*  See  the  many  references  in  the  Index  under  CO'Operative  Spirit. 

•  See  piragraph  33  (a). 
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«ach  province  every  type  of  society,  whether  of  town  or  country, 
producer  or  consumer,  is  united  in  a  single  organization/  There 
could  he  no  better  medium  for  the  co-operative  spirit.  The 
second  advantage  is  less  ohvious  though  almost  as  important. 
The  hest  way  to  imbue  simple  men  with  the  co-operative  spirit 
is  to  bring  them  together  to  discuss  their  common  needs.  In 
India  for  the  most  part  villages  are  so  small  and  compact,  that 
general  meetings  can  be  held  much  more  easily  than  in  most 
parts  of  Europe  ;  and  it  is  significant  that  alike  in  Germany, 
Italy  and  Ireland,  wherever  general  meetings  were  found  to  be 
well  attended,  the  society  was  always  good.  This  too  has 
invariably  been  my  experience  in  the  Punjab.^ 

But  teaching,  training  and  general  meetings  are  not  in 
themselves  enough.  Leaders  must  be  found  and  they  must  be 
genuine  co-operators.  In  Oo-operation  personality  is  everything, 
for  like  all  spiritual  forces  it  demands  the  whole  man.  Brains, 
learning  and  experience  are  not  sufficient.  There  must  also  be 
an  ardent  desire  to  telp  tbe  individual  and  to  serve  the  com- 
munity, to  fight  to  the  death  what  a  great  writer  has  called  '  the 
devilish  doctrine  of  every  man  for  himself.'^  In  the  three 
countries  I  visited  nothing  impressed  me  more  than  the  character 
of  the  men  at  the  head  of  the  movement— men  essentially  practical 
yet  inspired  by  an  ideal,  as  broad  in  sympathy  as  in  outlook, 
understanding  their  work  thoroughly  and  performing  it  devot- 
edly, and  withal  enthusiastic  and  capable.  These  are  the  true 
guardians  of  the  co-operative  spirit  and  in  no  country  will  Co- 
operation be  strong  until  it  has  drawn  such  men  to  its  service. 

*See  paragraph  27. 

*One  i-f  tbe  greatest  dangers  which  threatens  successful  en'erprize  is  the  tendency  to  hold 
general  meetings  as  infrequently  as  possible  and  for  them  to  be  very  badly  attended' — Smith 
'.Gordon,  Co-operation  in  Many  Lands,  volume  I,  page  162. 

♦A.  E.  (Qeorga  Russell),     Thi  National  Being,  page  126. 


*        •^ 
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Appendix — Miscellaneous  Points. 

A     few  loose  threads   may   conveniently   be    gathered  up 
liere  : — 

Under  German  law  10  per  cent,  of  net  profit  must  be  carried 
,  .  „  to  reserve,  but  nearly  every  society   visited 

(a)  Reserve.  i      j  *^i  j  t 

had  one  or  more  supplementary  resei*ves.  In 
Baiffeisen  village  banks  all  profit  remaining  over,  after  the  neces- 
sary allocation  has  been  made  to  the  statutory  reserve,  is  vested 
in  a  fund  called  ■  *  The  Foundation  Pund.'  This  is  maintained 
partly  as  a  second  line  of  defence  against  loss,  partly 
to  make  the  society  financially  independent  and  partly  to 
create  a  common  good  fund  for  the  benefit  of  rhe  members. 
Other  village  banks  have  a  supplementary  reserve  to  prevent  the 
balance  sheet  showing  a  loss,  for  by  wise  provision  the  statutory 
reserv(^can  only  be  drawn  upon  to  make  good  a  loss  shown  in 
the  annual  balance  sheet.  The  eft'ect  of  this  is  that  any  loss 
affecting  the  statutory  reserve  is  automatically  brought  to  the 
notice  of  every  member  of  the  society.  Many  trading  societies 
have  a  third  fund  for  bad  debts,  and  often  carry  all  their  profit  to 
reserve  for  the  first  5  or  10  years.  In  these  societies,  too,  there  is 
almost  always  a  latent  reserve  due  to  premises,  plant,  machmery 
and  stock  being  written  down  in  the  balance  sheet  far  below 
their  actual  value.  This  practice  I  found  to  be  common 
alike  in  Germany,  Italy  and  Ireland.  A  good  example  of  it 
is  a  vine-growers  society  on  the  Moselle  which,  owning  a  fine 
wine  cellar  equipped  with  expensive  machinery  and  120  casks 
worth  i.OOO  marks  each,  had  entered  the  whole  in  its  balance 
sheet  at  8  marks.  This  is  characteristic  .^f  all  the  vine- growers 
societies  1  saw,  and  is  due  to  a  rule  prescribed  by  the  local 
Eaiffeisen  Union  that  5  )  per  cent,  of  the  profit  must  be  applied 
to  writing  down  plant  and  machinery  till  their  whole  cost  has 
been  discharged.  In  Bavaria  much  the  same  principle  is  applied, 
and  one  of  the  granary  societies  I  saw  had  valued  its  costly 
four  storeyed  elevator  at  1  mark  and  its  12,000  sacks,  worth 
probably  5  marks  each,  at  the  same  figure.  This  practice  has 
two  advantages.  T'irstly,  a  large  latent  reserve  is  built  up  which 
may  be  invaluable  in  time  of  need.  Secondly,  if  a  substantial 
profit  is  ear  red,  it  conceals  the  fact  from  members  whose 
cupidity  might  otherwise  be  excited.  Throughout  Germany,  tiie 
greatest  importance  is  attached  to  reserve,  and  two  good  inst'-inces 
of  its  value  are  given  in  Chapter  9.^  It  is  universally  agreed 
that  it  cannot  be  built  up  too  fast,  and  though  it  may  easily  be 
-too   small,   it   cannot   be   too  large.     It  is  mainly  owing  to  this 

•Ptragraphs  118  (e)  and  115  '\d). 
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policy  that  societies  have  been  able  to  meet  their  heavy  loss  upon 

war  loan  stock.  ^ 

• 

It  only  remains  to  add  that  societies  are  allowed  to  employ 
their  reserves  as  they  please.  In  the  Punjab  this  right  is  subject, 
to  restriction,  as  a  reserve  is  not  only  required  to  guard  against 
loss  but  also  to  provide  cash  in  an  emergency.  In  Germany  the 
more  developed  banking  system  makes  this  unnecessary. 

In  Germany  every   member  has   the   right   of    withdrawal 
TV   rr,.   r,.  ^x   s^     .,.      from   Ms   sociotv   subiect   to   notice,  which 

(5)    The  Right  of   with-  j  i  i.  •     i     <r.  t 

drawai.  Under   law   may   not   exceed   2   years,     in 

Italy  the  right  is  only  conceded  if  a  society 
decides  (1)  to  amalgamate  with  another  society,. (2)  ^o  increase 
its  share  capital  or  (3)  to  change  its  objects.  The  right,  too, 
has  to  be  exercised  within  a  limited  period,  which  is  only  *24i 
hours  if  the  member  concerned  was  present  at  the  general  meet- 
ing sanctioning  the  change.  Apart  from  this,  withdrawal  is 
only  allowed  with  the  sanction  of  the  committee. 

The  German  point  of  view  is  that  a  co-operative  society  is 
a  voluntary  association  and  that  people  would  be  less  eager  to 
join  if  they  had  to  remain  members  against  their  will.  At  the 
same  time,  in  the  case  of  societies  undertaking  heavy  liabilities, 
eg.i  Granaries,  Creameries,  House-building  cJocieties,  etc.,  the 
practical  disadvantage  of  the  right  is  admitted,  and  a  few 
societies,  though  co-operative  in  aim  and  spirit,  are  registering 
themselves  under  tlie  ordinary  Company  law  in  order  to  avoid 
the  risk  of  a  sudden  withdrawal  by  a  number  of  their  members. 
The  danger  can  be  minimised  by  prescribing  the  maximum 
period  of  two  years  for  notice  of  withdrawal 

In  Italy,  liability  (if  not  unlimited)  is  limited  under  law   to 
,,   _  .  ^,.^,.  the   value   of   the   share   which    must   not 

(c)   Limited  Lmb.hty.        ^^^  ^^  ^^^  ^.^^  ^^^  shillings).     lu  Germany, 

as  in  the  Punjab,,  the  extent  of  unpaid  liability  is  entirely  at 
the  discretion  of  each  society  ;  but  unlike  the  Punjab  a  second 
share  cannot  be  bought  till  the  first  is  fully  paid,  and  any 
further"  purchase  is  subject  to  a  similar  proviso  in  regard  to  the 
last  share  acquired.  This  is  a  useful  precaution  acd  should,  I 
think,  be  adopted  in  India  to  prevent  the  possibility  of  finance 
being  based  upon  what  might  otherwise  only  be  paper  liability.*^ 

•In   Germany    the    acceptance    of    deposits    by    non -credit 

/.v   V.    r,  J.:  c  ■  .      societies   is   discouraged.     In  Raiffeisen  so* 

(a)     Non-Credit- Societies         ...        >i    •     <•      i  •  i -i  j   •       ji  ai^•^^■^A 

«ndPepT«it«.  cieties  it  IS  forbidden,  and  m  tliose  atnlia-ea 

to   the   Imperial   Federation   it  is  said  to  be 

'  See  lotioduction  paragraph  8. 
•  Cf.  Paragraphi  17  (o)  and  39  (*). 
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exceptional.  The  reason  for  this  is  that  only  banking  societies 
are  thought  to  hive  th"  necessary  experience  for  dealing  with 
deposits.  In  India  I  would  only  allow  trading  societies  to 
accept  them  from  their  members. 

In  every  respect   but   one   the   Indian    co-op?rativc     credit 
system   may   l)e  said   to  be  modelled    upon 

(e)  The  Board  of   Sapervx-       .i        ry  rri  ^'  -i-U-nj 

^  8ion.  the  German.     The    exception    is  the  Board 

of  Supervision.     This   board   or   council  is 
now  a  feature   of   nearly   every   co-operative     credit  system    in 
Europe.^      Special    pains      were    therefore  taken   to     asceitain 
how     it   worked.     In   Germany    it   exists    in    every    form     of 
co-operative     society,   and   it   is   entrusted,*   on     behalf    of   the 
general  body     of   members,    with   the   supervision   and   control 
of   the    executive  committee.     Expert  opinion  is    agreed  that   it 
serves  a  useful  purpose.^     In  very  small  societies  it   is   probably 
superfluous,  but  in  the  ordinary  society   which   consists  of   from 
50  to  150  members,  it  means  more  experience    in  council,    better 
work  by  the  committee  and  at  the  same  time   less   responsibility 
for  them.     The  board's  chief   duty   is  to    satisfy   itself   that  the- 
annual  balance  sheet  and  general  accounts  are    oprrect,   and    for 
this  purpose  some  kind   of  audit  must   be   done.     In  a    trading 
society  stock  has  to  be  carefully   checked  ^and  valued,   and   in  a 
credit  society  the   position   of   all   debtors   and  their   sureties  is 
reviewed.     In  addition,  during   the   course  of   the   year   definite 
duties   have   to   be   discharged    which    vary   with   the   class   of 
society.     In  many   house-building  societies  the    more   important 
questions  have    to  be   determined   by   the   committee   and  board 
sitting   together.     In  urban   banks   credit   transactions   usually 
require  the  approval  of  the   board  or   of  a   sub-committee  of   its 
members,  and  Air.  Wolff  goes  so    ihv  as  to   say   that   everything 
hinges  upon  the  way  it  performs  its  duties.  ^    In  the   tailors  society 
described   in    paragraph  113  the   heavy  loss   incurred  was  partly 
due  to  insufficient  control  by  the  board  of  supervision.   Individual 
-boards  naturally  vary   in    efficiency.     In   Bavaria  and     in  the 
Raiffeisen  societies  of  the  Rhineland  25  to  30  per   cent,   are  said 
to  be  first  rate,  and  in  the  latter  area,  thaiiks  to  constant  training, 
only  15  or  20  per  cent     are  bad.     In  Bavaria   the   proportion  of 
useless  boards  is  twice  as  high. 

In  Italy  every  society  is  legally   bound  to  have  a  body  of 
three  '  Sindaci  '  or  Syndics    (with  two  deputies)  who  have  almost 

»  Wolff,  C-o-operatiOH  $■»  India,  page  163. 

•  The  able  sathurs  of  Oo-operation  in  Many  Landt  (page  167),  quoting  the  acknowledged 
anthority  of  the  late  Professor  Wj'godzinski,  are  not  very  favourable  to  the  Board  of  Super* 
vision.  It  should  therefore  be  stated  that  most  of  the  secretaries  and  members  of  committee 
whom.  I  consulted,  men  who  have  to  work  under  its  supervision,  were  decidedly  in  ita 
favour. 

»  Wolff's,  People 'a  Banks. 
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exactly  the  same  functions  as  the  corresponding  board  in> 
Germany.  In  this  connexion  it  is  interesting  tp  recall 
that  a  mediaeval  cloth  (Calimala)  guild  of  Florence'  used  to 
appoint  three  '  Sindacatori '  to  check  the  guild  accounts  and  bring 
all  irregularities  to  light.  ^  Nearly  all  the  authorities  I  consulted 
were  agreed  that  the  modern  Syndics  are  not  of  much  value.  In 
the  rural  societies  it  seems  to  be  difficult  to  find  practical  men  with 
sufficient  business  capacity  for  the  post.  But  even  in  the  well 
equipped  People's  Banks  it  is  a  question  Avhether  they  are  an^ 
advantage.  One  reason,  probably,  why  the  system  works  better  , 
in  Germany  than  in  Italy  is  that  in  the  former  external  control 
is  closer  and  every  one  works  correspondingly  better.^ 

The  position  in  both  countries  has  been  described  at  length,- 
in  order  that  those  concerned  may  be  in  a  better  position  to  judge 
how  far,  if  at  all,  the  board  of  supervision  should  be  introduced 
into  India.  In  the  ordinary  small  village  bank  it  is  neither 
possible  nor  necessary.  It  is  usually  difficult  enough  to  staff  the 
committee.  It  might,  however,  be  of  value  in  the  central  bank 
provided  it  were  combined  with  a  small  managing  committee. 
It  is  a  grave  defect  of  central  banks  in  the  Punjab  that  so  many 
have  official  presidents.  A  frequent  reason  for  this  is  personal 
rivalry.  This  might  sometimes  be  adjusted  by  making  one 
aspirant  to  office  president  of  the  committee  and  the  other 
president  of  the  board.  In  urban  banks,  too,  and  in  the  larger 
trading  societies  the  experiment  of  having  a  board  should,  I  think, 
be  made,  for  where  good  men  are  available  German  experience 
is  emphatically  in  favour  of  the  system. 

The  final  point  to  be   mentioned   is   a   system  in  force  in 
ff\  T^,    fi  P  f  1     Germany,  adopted  from  Austria  and  Switzer- 

Cheque  System.  land,  by  which  any  individual,   iirm  or  asso- 

ciation can,  under  certain  conditions, 
transmit  money  without  limit  of  amount  to  any  part  of  Germany 
for  10  pfennigs,  now  worth  less  than  1/1 0th  of  a  penny.  All 
that  is  necessary  is  to  open  an  account  at  a  postal  cheque  office  of 
which  there  are  13  in  Germany.  This  can  be  done  by  making  a 
permanent  deposit  of  25  marks.  The  account  once  opened  can 
be  operated  through  any  post  office  in  the  country.  Thus,  if  A 
at  Coblenz  pays  in  1,000  marks  at  his  local  post  office  for  payment 
to  B  in  Jena,  who  ke^ps  his  postal-cheque  office  at  Berlin,  the 
post  office  at  OoblenZ  sends  the  payment  card  (by  which  the 
payment  is  made)  to  Berlin.  Berlin  places  1,000  marks  to  the 
credit  of  £  and  infoi*ms  him  by  sending  him  a  counterfoil   of  the 

*  Staley,  Guild*  of  FlortHCt. 

•  Italian  tocieties  have  also  three  '  Probi  Viri  '  or  arbitrators  to  settle  disputes  bat  they  are 
little  used. 
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payment  card.  The  lattor  also  records  anything  else  which  the 
person  making  the  payment  wishes  to  say  and  so  spares  him  the 
trouhle  of  a  separate  communication.  Moreover,  whoever  has  an 
account  can  oj)erate  it  hy  cheque,  provided  he  does  not  draw 
more  than  ^0,000  marks  at  once.  On  each  cheque  the  only 
charge  is  1  pfennig  for  every  100  marks  drawn.  Every  client 
receives  on  the  following  morning,  post  free,  an  extract  of  all 
entries  which  have  heen  made  in  his  account  the  day  before. 
In  this  way  he  always  knows  how  his  account  stands.  In  May 
1918  the  number  of  people  with  accounts  was  205,000  and  their 
deposits  amounted  to  765  million  marks.  This  shows  its  value. 
To  a  vast  country  like  India,  where  banking  is  so  imperfectly 
developed,  a  system  of  this  kind  would  be  invaluable,  and  in 
making  money  more  fluid  it  would  be  of  the  greatest  advantage 
to  co-operative  societies,  to  whom  the  transfer ^of  money  is  often 
a  matter  of  considerable  difficulty.  If  Government  is  prepared- 
to  consider  its  introduction,  further  details  can  be  supplied. 
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Granaries  (Germany),  51,  61-2,  71-2,  75  et  t$q.,  187. 
GuUds,  178, 189. 

H. 

Holdings,  22,  29  (note),  64,  93  and  under  peasant  proprietor* 
Honorary  work,  29,  37,  41  (note),  80, 100, 126, 136, 163. 
House-building  societies  (Germany)  3,  7,  62, 119  et  $eq.,  169. 

for  purchase  of  houses,  122-23.  'V. 

Central  Bank,  121. 

I.      .  . 

Illiteracy,  India,  35. 

Italy,  35  (note),  181. 
Punjab,  35  (note). 
Imperial  Federation,  26,  36-40,  43-4,  50,  62,  65,  68  (note),  69* 
Indebtedness,  77,  93, 102-03  and  under  usury. 
Indent  system  (supply  societies),  65,  69. 
Independence,  growth  of,  10,  115, 122, 157, 160, 178. 
India,  Apex  Bank,  57. 

Bania,  11,  144. 

Board  of  supervision,  190. 

Central  Banks,  3^  50,  52-3,  5S. 
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lodia — continued. 

Illiteracy,  35. 

Miscellaneous,  14-15,  32,  83  (note),  119, 189. 
Mortgage  debt,  93,  102. 
Organization.  38,  40,  42,  68, 186. 
Progress,  18, 185. 
State  aid,  62. 
Urban  Banks,  128. 
Village  Banks,  7,  20,  24-5,  27-28. 
Inspection — see  Andit. 
lastitnte  of  Credit  (Milan),  58  (note), 

Jmstituto  Nazionale  di  Credito  (Rome) — .  aee  National  Institute  of  Credit. 
Insurance,  67, 163-64, 167, 183. 

Interest  rates.  Central  and  State  Banks,  55,  57, 150, 169. 
Commercial  Banks,  8,  26,  58, 140. 
Mortgage  Banks,  7,  93,  99, 103. 
Specific  Banks,  26-27, 143. 
Urban  Banks,  121, 138, 140.     . 
Village  Banks,  8,  26-27,  33,  58. 
Ireland,  Miscellaneous,  15,  64, 144, 156. 
Politics  and  Co-operation,  13. 

Village  Banks,  4, 19,  25,  27,  33-34,  and  see  General  Purposes  Society. 
Irish  Agricultural  Organization  Society,  13,  73. 

Wholesale  Society,  34,  73, 150. 
Italy,  Aims  of  Co-operation,  16. 

Co-operation  in  the  South,  i,  2  (note),  32, 145-46, 171, 177, 179. 
Finance,  ^0,  34,  58-59. 
Land  tenures,  156. 
Number  of  societies,  1,  2. 
Organization,  43,  4fe-49,  73. 
Politics,  2,  11-14,  60,  63. 
Population,  139  (note). 
Soundness  of  Co-operation,  11. 
Italian  Co-opt  rative  Fc deration  (Rome),  49  (note). 

J. 

Jewf ,  26. 

■   ^  L. 

Labour  Societies,  9,  59,  157, 171, 176  it  teq. 

Labourer,  167, 170, 178,  et  se'q.  and  #«e'agricultuttkl  labourers  and  hraeeianti. 

Land  credit,  7,  62,  93,  ei  teq. 

Landlords,  29.  66, 156, 166.  • 

Land  hunger,  165. 

Mortgage — see  land  credit. 
Tenure  (Italy),  156, 158. 
Leadership,  44-5, 126, 186. 
L$fia  Nazionale  (Milan) — see  National  League. 
Liability—Banks,  29,  30,  37.  94, 180, 141.. 

Electricity  societies,  106. 

Farm  societies,  161, 173. 
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li. — concluded. 
Liability — continufd. 

House-building  societies,  125. 
Labour  societies,  179. 
Limited.  29-30, 188.  ^■ 

Trading  societies,  64,  87, 147. 
Unlimited  29-30,  78.  57,  90,  161. 
Liquidation,  1  (note).  3,'^,  109, 120  (note). 
Lin,  yalue  of,  i,  1. 
Loans  by — 

Central  banks,  52-3,  55,  59. 
Mortgage  banks,  94-6, 100-01. 
Specific  banks,  22,  142. 
Urban  banks,  132, 134-35, 138. 
^Village  banks,  26,  33, 
and  under  credit,  security  and  renewal, 
of  Honour,  134-35.  • 

to  Local  Bodies,  101. 
Local  agents  (Germany),  83,  96-7, 142. 
Lombardy,  10, 156-57, 163. 

Losses,  74-75,  82,  90,  106,  109-10,  112, 116, 124, 150  (note),  153,  and  under  War  Loan,- 
Lotteries,  28. 
Loyalty,  71,  74,  127, 185. 
Luzzatti,  iii,  3,  11,  13, 128, 130,  189. 

M. 
Machines,  23, 104,  3  08, 160,  164. 173. 
Maclagan  Ccmmittee,  55,  79  (note). 
Managers — 

Banks,  56,  137. 
Farm  societies,  160, 170. 
Labour  societies,  177-78. 
Specific  societies,  89, 148, 181-82. 
Store  societies,  145-46,  151. 
Trading  societies.  69,  71,  74, 77,  80,  82, 114. 
Manures,  3, 10,  64-65,  80,  85, 150, 162. 

Mark,  value  of,  i,  1.  "  ' 

Market  gardeners  society  (Germany),  73. 
Masons  society  (Kavenna),  182  et  seq. 

Maximum  loans,  26-27,  94, 134  (note),  138,  and  under  credit. 
Membership,  Craftsmen  societies,  109. 

Electricity  societies,  106-07. 
Farm  societies,  165, 173. 
.     German  societies,  5. 

Labour  societies,  176, 179. 

Mortgage  banks,  93,  100.  ^ 

People's  banks,  129-30,  133. 

Store  societies,  146, 149. 

Supi^ly  societies,  64.  * 

Village  banks  (Germany),  18,  28,  31,  32. 

VUlage  banks  (Punjab),  19  (note),  28. 

Vine-growers  societies,  91. 
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M — concluded. 
Metayer  system,  156. 

Middleman,  68,  72,  85-86, 156-57,  162, 164 
Milt  Societies,  86  et  seq. 
Milan,  11,  58, 128, 131, 150. 
Milan  People's  Bank,  128, 130. 

Money-lenders,  10.-03  and  tee  usury.  # 

Mortgage    bonds,  97-99.  ^ 

security,  7,  23-24,  33,  62, 135, 142. 
Munich,  1  (note),  86, 119, 

House-building  Society,  119, 127. 

N. 
Kational  Association  (Rome),  12,  49  (note). 

Institute  of  Credit,  58  et  seq.  150,  169,  176-77. 
League  (Milan),  49  (note). 
Navries  (Italy) — see  labourer. 

Non-membeft,  dealings  with,  Germany,  65,  67,  70,  74,  82,  84,  87, 110-12, 115, 127, 140, 143. 
_..^     ^  Ireland,  149. 

Italy,  136, 146-48, 161. 

Noyara,  10, 133. 

People's  Bank,  128-29, 130-31,  e%  aeq. 

o. 

Official  control,  38,  41-2,  46,  62,  100. 

Organization — 8ee  audit  unions  federations  and  official  control. 
Owned  capital,  proportion  to  borrowed,  in- 
Central  banks,  54. 

Commercial  banks,  54.  - 

Craftsmen  societies.  111. 

Electricity  societies,  105. 

House-building  societies,  124,    *  . 

Stores  (Italy),  150. 

Supply  and  sale  societies,  64.  • 

Urban  banks,  139. 

Village  banks,  26  (note).  .      ■ 

Vinegrowers  societies,  90  (note). 

P. 

Passbooks  in  stores,  149  (note), 

Pasture  societies,  159. 

PesMnt  proprietor  and  Co-operation,  64. 

Politics  12,147. 

Germany,  22,  44,  66,  75, 102. 

Italy,  158, 165,  175. 
People's  Banks,  under  banks. 
Penal  interest,  100. 

Piangipane  co-operatiTe  farm,  168, 176. 
Policy — tee  aimi. 

Politics  and  Co-operation,  2,  3, 11  14,  49,  60,  63, 1^. 
Populfttion  of — Bavaria,  40  (note). 

Germany,  5  (note),  139  (note). 
Italy,  189  (note). 
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Population — continue  d. 

Punjab,  19  (note). 
Rhineland,  69. 
Postal  cheque  system  (Germany),  190. 
Presidents,  23,  25,  32,  45,  66, 117, 148,  155,  170. 
Prices,  104,  144,  183. 
Price  of  land  in — Italy,  165. 

Punjab,  103. 
Principles  of  Co-operation — see  Co-operation. 
Prohi  Viri,  190  (note). 
Producer,  14-15,  72-3, 164. 
:Production  societies,  Germany,  110,  112-13, 114-17. . 

Italy,  179, 182, 184,  and  see  Co-operative  farms. 
Profit,  relation  to  Co-operation,  ii,  50, 139,  and  under  profiteering. 

method  of  distribution,  67,  82,  91,  113,  131,  174-75, 181. 
Profiteering,  2,  14-15j.ll2,  144-45, 154,  157,  175. 
"Promissory  notes,  26,  56,  58  (note),  135-37. 
Proprietors,  see  landlords  and  peasant  proprietors. 
Proyincial  banks,  50. 

Prussian  Central  Co-operative  Bank,  36  (note),  50,  56,-140. 
Punjab,  Co-operative  Farms,  166. 

Craftsmen  societies.  111,  118. 

Indebtedness,  102. 

Miscellaneous,  75,  77,  84,  93,  104,  165,  188. 

Organization,  40,  42,  45-8. 

Progress;  18, 19  (note). 

Shopkeepers,  144  (note). 

Sub-Inspectori,  46-7.  / 

Village  menials,  24. 

and  ant^r  banks,  defects,  general  meetings,  illiteracy,  population. 

R 

BaifEeisen,  5,  8,  13,  18,  24-6,  2S-9,  36. 

Banks — set  banks. 
•  Central  Bank,  36,  40,  50,  52,  56,  57,  90. 

Federation,  36  7,  39,  45,  44,  50,  62,  68  (note),  69. 
Savenna,  district,  9, 166, 179. 
Town,  133, 157. 
People's  Bank,  129,  130  $t  seq. 
Re-audit,  47. 

Rebate  system,  65,  67,  69,  82, 111-12, 146,  148-49, 155. 
•Reclamation  of  land  (Italy),  166, 175, 181.  * 

Reggio  Emilia,  9, 158. 

BeichtoerbaHd  (Berlin)^s««  Imperial  Federation. 
Religious  restrictions,  17,  33. 
Renewal  of  loans,  135. 
"Reserve,  187-88. 

in  banks  30,  54, 139. 
specific  societies,  67,  79,  83,  91,  102, 163. 
trade  societies,  67,  83,  92, 112, 116, 147. 
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Rhineland,  1,  24,  37-8,  44,  69,  75. 
Boumania,  156  (note). 

Rural  prosperity,  due  to  the  war,  19,  99, 105, 107, 157, 164-65, 175. 
Russia,  6,  24  (notej,  61  (note),  72,  144. 

s 

Sale,  co-operative,  6,  21-2,  33,  51, 170  et  aeq.,  160, 162-63. 

San  Paolo  d' Argon  co-operative  farm,  162. 

Savings  deposits,  20, 132, 143. 

Saiony,  province  of,  21,  25,  29,  43,  46,  75-6. 

Schulze-Delitzsch,  7,  139. 

Banks — see  urban  banks  under  banks. 

Federation,  109.  ^ 

Secretaries,  25  (note),  31,  37. 

Security,  24-5,  31-3,  52,  57,  59, 134, 143, 150-51, 163,  169, 177  and  under  mortg.ige-security  and 
shares. 

Self-help,  4,  60,  62-3, 120,  122, 139, 145, 163, 168-69,  and  ses  State  aid. 

Serbia,  156.  '*  . 

Shafes,  Central  banks,  54.  # 

Craftsmen  societies.  111. 

House-building  societies,  125. 

Italy,  129  (note). 

Mortgage  banks,  101. 

security  for  loans,  134, 142. 

Urban  banks,  129  (note),  140. 

Village  banks,  26,  30,  32,  37. 

Sicily,  1,  9, 157, 179.  »     . 

Silos,  75,  83. 

Size  of  societies — see  membership. 

Sindieato  NazionaU — see  National  Association. 

Small  holder,  64,  158,  and  agf  peasant  proprietor.  * 

businesses,  7, 113, 117, 132-33.  ' 

Socialists  (Italy),  Aims,  14, 16-17. 

Attitude  to  People's  Banks,  131. 

Co-operative  Farms,  9, 10, 158-59, 166. 

Organization,  48-49,  178. 

Rivalry  with  Catholics,  2, 11-12,  114. 

Stores,  144-46,  and  Bte  collectvism. 

State  aid  in — 

France,  61. 

Germany,  36,  41,  62,  77-78,  85,  87,  89,  94-95,  98, 109,  117, 119-21. 

India,  62-63, 103.  • 

Italy,  3,  60-61, 157, 169, 177. 

and  eee  State  Banks  under  Banks. 

State  Banks,  under  banks. 

control  of  trade  (Germany),  6,  70,  79,  82,  87-88. 

Stocktaking,  68,  80,  84,  111,  148, 152-53, 189. 

-.Stores,  definition,  ii,  64  (note). 

in  Germany,  7, 13,  64.  ' 

Italy,  11, 16,  61, 144-45,  and  under  turnover  and  village  stores. 
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Strikes,  115, 170. 

Sub-divisional  unions  (Germany),  43-45. 
Sub-Inspectors,  46-47. 
Supply,  definition,  64  (note), 
in  Central  banks,  51. 

Granaries  75,  77,  80-81, 

Village  banks,  21,  33.  • 

Supply  societies,  rural,  6,  10,  12,  Qie  t  seq. 

urban,  110-12,  and  under  turnover. 
Sureties,  25,  32  (note),  33,  67, 134  and  see  security. 
Syndics,  136-37,  149,  152,  189-90. 

T. 

Tailors  society  (Munich),  109,  112. 
Taxation  on  co-operative  societies,  65, 139,  147. 
Teaching— «e«  education  and  training  courses. 
Templecrone  society  (Ireland),  154-55. 
Tenant  farmers  (Italy),  156,  158-59, 173. 
Thrift,  34  and  aee  savings  deposits. 

Tirschenreuth  granary  society  (Bavaria),  78-80.  \ 

Town,  rift  with  country,  2,  45,  47,  72. 

Trade  Unionism,  16,  113,  169,  170,  172-73, 175,  178, 181, 18 '. 
Trading  by  Central  Banks,  51-52, 117. 
Training  courses,  46,  48,  59,  152. 

Turnover  in,  supply  and  sale  societies,  51,  64,  66,  70,  80,  h,  83,  109. 
stores,  7, 147, 149, 151, 153-55. 

u. 

TJlmer  system,  123. 

Unions— «ec  audit  unions  and  sub-divisional  unions. 

Unlimited  liability  —see  liability. 

Unpaid  liability,  31,  53,  107, 188. 

Urban  banks— «ee  under  banks. 

societies,  7,  32,  109  and  $ee  craftsmen,  federations  and  stores. 
Usury,  8,  26, 102-03. 

V. 

Venice  People's  Bank,  129  et  seq. 

Ftrband,  37  (note). 

Village  banks — see  under  banks. 

communities,  161. 

stores,  64,  144  et  seq.,  160,  168  and  see  stores. 
Vinegrowers  societies  (Germany),  89-92, 187. 

w. 

Wages,    Germany,  6  (note),  113, 116 

Ireland,  155 

Italy,   178,   183. 
War  Loan  (Germany),  8,  28-30,  82,  98,  188. 
Waterpowtr,  104,  108,  147. 
Weavers  societies  (Punjab),  111,  118. 
Weevil,  82,  84. 
Weighbridge,   23, 164. 
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Wholesale  societies,  agricultural  (Germany),  20,  22,  36,  38,  43,  61,  64,  68-70, 75. 
apex  (Germany),  70. 
•      in  Ireland,  34,  73, 150. 
Italy,  150. 
Withdrawal,  right  of,  in  Germany,  68, 101,  111,  125, 188. 

Italy,  188.  -•*' 

Wolff,  iii,  27  (note),  32  (note),  60, 189. 
WoUembourg  village  banks  (Italy),  10, 12,  31  (note),  32-3. 
Women  as  co-operators  (Germany),  28,  48. 
Woolf,  14  (note),  143. 

z. 

Zemindar. — «ee  peasant  proprietor. 
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